AMERICAN BANK. ERS 


Association 


JOURNAL 


Relief from world dis- 
tress, the cure for econo- 
mic ills, does not lie in 
the domain of political 
action.—Page 37 


MELVIN A. TRAYLOR 


JANUARY 1933 
Correspondent Banking Relations in 1933 
Trust Business Outlook by Francis H. Sisson 


Washington’s New Year 


PUBLISHED IN TWO SECTIONS - SECTION ONE 


te \ 
JAN 5 
& f 
f 
y 
< 
3 
‘ 


| 


r— 


| 


Piminin BUSINESS has been through many changes within recent years. 
Changes which have made necessary the creation of new types of insurance 
coverage to meet new conditions. Changes which, for most businesses, make 
necessary a complete study of all insurance carried, to make certain that it is 
adequate to meet present-day needs. 

That is why, more than ever before, we recommend that you Consult your 
Agent or Broker as you would your Doctor or Lawyer. Today, in planning insurance 
protection for your business interests, you need more than ever the up-to-the- 
minute information and experienced counsel which only a trained insurance 


specialist can give you. 


These Local-Agency-Minded Com- Unexcelled service on all casualty, 


panies originated the slogan, §& surety, fire, automobile and inland 


“Consult your Agent or Broker as marine lines through 11,000 


you would your Doctor or Lawyer.” Agencies. 


Fidelity and Guaranty Fire Corporation 


which is affiliated with 
United States Fidelity and Guaranty Company 


HOME OFFICES: BALTIMORE, MD. 
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CONVENTION 
HEADQUARTERS 


AMERICAN 
BANKERS 
ASSOCIATION* 


SAVINGS DIVISION: 
JAN. 26 and 27, 1933 
TRUST DIVISION: 
FEB. 14, 15 and 16, 1933 


Special Convention Room 
Rates to A. B. A. members 


En ASTORIA 


during the Conventions. 


Convention facilities, of a perfection un- 


dreamed of only a few years ago, are now 
daily called into use for America’s lead- 
ing business and professional bodies. 
Command these Waldorf facilities to 
insure the success of your convention, 
whether for meetings of fifteen or two 
thousand ee the air-conditioned Grand 


Ballroom, with huge, movable stage, 


PARK AVENUE 


49TH TO 50TH STREETS 


orchestral organ, and full theatre-size 
sound and motion picture equipment... 
or one of the smaller ballrooms or enter- 
tainment suites...with unexcelled banquet 


organization under the personal direction 


of Oscar-of-the-Waldorf. 


Reserve your room for either of the above 


conventions by addressing E. F. Voit. 


NEW YORK 
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SSS 


These Dollars Are At Work 


In Your Community 


In the past three years of economic disturbance Investors 


Syndicate has paid out in maturities more than $10,000,000. 

These ten millions of dollars have gone back into vari- 
ous American and Canadian communities—and have been 
subsequently used to meet individual business needs—to 
purchase new homes—to educate children—to pay off old 
debts—to take advantage of new business opportunities. 

In 1930, Investors Syndicate paid promptly to Certificate 
Holders $3,256,825.47. 

In 1931, maturities paid increased to $3,699,546.18. 

As this advertisement goes to press preliminary figures 
indicate that during the year of 1932 maturities were in 
excess Of $3,500,000.00. 

Since its founding in 1894, the company has never de- 


faulted for so much as a day in payment of any obligation. 


INVESTORS SYNDICATE 


Founded 1894 


Offices in 51 Principal Cities . . . Representatives Throughout United States and Canada 


AFFILIATED COMPANIES: INVESTORS SYNDICATE TITLE & GUARANTY COMPANY, NEW YORK * INVESTORS SYNDICATE, LTD., MONTREAL 
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Do you have Time for 


all these ENDLESS DETAILS 


S most of your day spent pursu- 

ing endless details? Are you 
eternally trying to cover all the im- 
portant developments that affect 
your bank’s bonds . . . as well as 
supervise local loans, mortgages, 
notes, etc.? 


No matter how expert you are— 
you shouldn’t be expected to do it 
alone. No man can, single handed! 


Yet an enormous amount of in- 
formation is needed for the proper 
supervision of a bank’s investments. 
It is a job to keep dozens of high- 
ly-trained specialists busy—as 
Moody’s knows. For it is Moody’s 
business to keep abreast of all the 
developments in business finance 
and government . . . and to interpret 
the effect of these developments on 
the present and future value of se- 
curities. This, Moody’s has been do- 
ing for three decades. 


Today hundreds of banks depend 
on Moody’s Bank Supervisory Ser- 
vice to help them rehabilitate their 
investment accounts... to set upa 


Moody’s Service costs surprising- 
ly little. We shall be glad to give 
you full information—in confidence 
and without obligation—regarding 
the best method of serving you, if 
you will send your list of securities. 
Address: Moody’s Investors Ser- 
vice, 65 Broadway, New York City 


MOODY'S 


INVESTORS SERVICE 


JOHN MOODY, President 
65 BROADWAY NEW YORK CITY 


program on which their bank’s fu- 
ture progress can be based . . . to 
recoup losses as the opportunity ap- 
pears . . . and to prevent further 
dissipation of principal. 
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Behind the 


HE market closed the year on a more hopeful note 
‘k= the one it sounded as the year began. There were 

several developments in 1932 that were highly auspi- 
cious. In the first place, the background for a better market 
has been erected by Governmental and Federal Reserve effort. 
As last year began, the indebtedness of the banks was large, 
they were encountering runs, hoarding was substantial and 
non-Government bond assets could be turned into cash only 
in a market disorganized in the extreme. Foreign balances 
were leaving the country in the form of gold as fast as cargo 
space was available. 

To combat this situation two important measures were 
instituted, one by the Government and the other by the Fed- 
eral Reserve. Congress, for its part, established the Recon- 
struction Finance Corporation in order that the abnormal 
strain being imposed on the banking system 
might be relieved. Loans were made to banks 
so that a frightened public’s demand for cur- 
rency could be accommodated, and in this way 
the dumping of bonds by the banks was made 
unnecessary. Employing rather than hoarding its 
reserves, the Federal Reserve bought Government 
securities in amounts never before equalled by 
any central bank in order that banks might be 
able to repay their borrowings and in order that 
loans from even Reconstruction Finance might 
be less necessary. 

Then, finally, certain leading banks themselves 
lent a valuable hand, in early June, by forming 
the American Securities Investing Corporation, 
which supplied bids for more than $20,000,000 
market value of bonds, thereby contributing 
toward the stabilization of the market. 

The breaking up of the currency hoarding 
movement, the large inflow of gold, the enormous 
over-supply of bank reserves, and the existence 
of Reconstruction Finance constitute the prin- 
cipal reasons for the belief that the bond market 
enters 1933 in a sounder condition than when 
dealings began in 1932. 


RAILROAD MATURITIES 


BUT, while the market is in better condition as 
it enters the New Year, there are shoals ahead. 
The principal corporate borrowers—the rail- 
roads, public utilities and industrial concerns— 
alone have $928,956,019 of maturities to meet 
in 1933. These maturities are apportioned as 
follows: railroads, $432,358,916; public utilities, 
$281,683,807; and industrials, $214,913,246. The 
combined total is more than $300,000,000 in 
excess of the refunding issues which the market 
was able to accommodate in 1932, thus indicating 
that either prices must mak¢ substantial further 
progress to admit of the sale of refunding issues, 
or defaults, readjustments and reorganizations 
in large number are awaiting bondholders. 

The most trying month of the year for the 
railroads, in point of volume of maturities, is 


Bond News 


January, when about $86,000,000 of their obligations fall 
due. The only domestic maturity of any appreciable size this 
month, however, is $3,828,000 of Boston and Maine general 
mortgage 6s, series M. The largest single rail maturity of 
the year is $63,250,000 Baltimore and Ohio convertible 414s 
on March 1, for which a refunding plan calling for part pay- 
ment in cash supplied by Reconstruction Finance has al- 
ready been drawn up. 

The next largest single maturity is $34,548,000 of St. Louis, 
Iron Mountain and Southern 4s, falling due on May 1. In 
three issues the St. Paul, Minneapolis and Manitoba has 
$41,963,000 of maturities on July 1, and these issues give to 
July the third largest total rail maturities of the year, 
amounting to $66,567,024. October is an important month 
in a financial sense for the carriers, because maturities of 

$43,744,022 must then be met, to which result 
the Cleveland, Lorain and Wheeling contributes 
$5,000,000, the Fremont, Elkhorn and Missouri 
Valley $7,724,000, and the New York, Chicago 
and St. Louis $20,000,000. The Manitoba and 
North West Railway has a $13,108,600 maturity 
on December 1. 


UTILITIES AND INDUSTRIALS 


WHILE the railroads can look to Reconstruction 
Finance for some assistance in handling maturi- 
ties, the public utilities are not so fortunately 
placed in that regard. As compensation, how- 
ever, their market has held up better than that 
of the carriers. For the public utilities the peak 
months of the year—so far as maturities are 
concerned—are January, for which the total is 
$74,969,500; March, with $33,728,338; May, 
with $30,869,000, and June, with $41,969,500. 
The principal maturities in January and Feb- 
ruary are $10,000,000 Detroit Edison first 5s, 
$7,500,000 Portland General Electric gold 4s, 
$30,000,000 Edison Electric Illuminating of Bos- 
ton 5 per cent coupon notes, and $10,000,000 
Central Gas and Electric 514s. In May there 
comes due an issue of $10,000,000 Edison Elec- 
tric Illuminating of Boston one-year 414 per cent 
notes, and in June $14,244,000 Consolidated 
Traction (New Jersey) first 5s and $10,000,000 
Middle West Utilities serial convertible 5s. 

For the industrial companies March is the 
month of heaviest maturities as $43,513,348 falls 
due then, against $34,081,921 in January, $20,- 
591,190 in June, $23,490,500 in November, and 
$17,084,967 in December. The Lehigh Valley 
Coal Company has $9,716,000 of two issues of 
bonds due January 1, and in conjunction with 
the Lehigh Valley Railroad, a refunding plan 
has been worked out. A maturity to which con- 
siderable interest attaches is. that of $12,000,000 
Baldwin Locomotive Works gold 514s on March 
1. General Refractories has a maturity of $5,000,- 
000 gold 5s on March 1, and at the same time 
$5,000,000 of Gen- (CONTINUED ON PAGE 63) 
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LOOKING FORWARD 


THINKING BACK 


@ The F&D has cast its accounts and 
closed its books upon another twelve 
months period. Viewing 1932 in re- 
trospect, the Company feels that it 


progressed in many respects. 


For one thing, various developments 
occurring during the year served to 
establish more firmly than ever the 
F&D’s reputation of being a financi- 
ally sound and expertly managed surety 
company . . . a company possessing 
both the capacity and the willing- 


ness to meet its obligations promptly 


and fully. 


During the year, the Company devoted 
considerable attention to its costs of 
doing business and found it possible 


not only to effect numerous economies, 


but at the same time improve its oper- 
ating methods, the resultant gain in 
efficiency benefiting alike the Com- 


pany, its clients and its representatives. 


The F&D feels that it also gained 
much during 1932 through the devel- 
opment of a better understanding by 
the general public of the functions of 
a surety company, and of the impor- 
tant part such organizations play in the 
financial, industrial and commercial life 


of the country. 


The F &D warmly appreciates the con- 
fidence which its clients and its rep- 
resentatives have manifested in the 
Company during these trying times, and 
it pledges itself to maintain the prac- 


tices which have merited this support. 


FIDELITY AND DEPOSIT COMPANY 


of Maryland 
BALTIMORE 


Fidelity and Surety Bonds 


Burglary and Plate Glass Insurance 
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SOME NEWS HIGHLIGHTS OF 1932 


. January 22 R. F. C. became law. 

. February 26 Glass-Steagall bill became law. 

. June 6 Revenue bill signed. 

. June 15 Gold run on U. S. terminated. 

. June 17 Patman soldiers’ bonus bill defeated in theSenate. 
. July 8 Lausanne Agreement announced. 

. July 21 Ottawa Conference convened; adjourned August 
19. 

Successful conversion of British war loan an- 
nounced. 

150 business and banking leaders met with the 
President to map plans for war on the depression 
“all along the line.” 

Maine balloting. 

National elections. 

War debt payments. 


. August 15 


. August 26 


. September 12 
. November 8 
. December 15 


WAR DEBT PAYMENTS 


THE highly controversial question of the inter-governmental war 
debts was brought dramatically to a head on December 15 when 
Great Britain, Italy, Czechoslovakia, Finland, Latvia and Lithuania 
resumed the payments under their several debt funding agreements 
that had been suspended by the Hoover moratorium, while France, 
Belgium, Hungary, Poland and Esthonia voted against resumption. 
Greece on November 10 had failed to make its payment. 

The French decision had been clearly foreshadowed by the intran- 
sigeant attitude displayed by the Chamber of Deputies, on the one 
hand, and by our own Congress on the other. So belligerently unyield- 
ing was the attitude of Congress that President Hoover did not dare 
take the risk of appearing before it and asking extension of the 
moratorium, while the French Chamber, burning with equal moral 
indignation, chose to accept a loss of national prestige rather than 
make another payment under an agreement which its members re- 
garded, in the light of changed conditions, as inequitable. 

The French action, while unfortunate, is by no means calamitous in 
its implications. It should be borne in mind that France has not repu- 
diated its debt; it has merely refused to make any further payments 
until the question has been reopened. (CONTINUED ON NEXT PAGE) 


$3,000,000,000 


Banks in the United States 
hold in their investment 
portfolios more than three 
billion dollars in bonds of 
railroad companies. 


“Stop, Look and Listen” 


by Davin HinsHaw in collabo- 

ration with W. Espey ALsic. 
This is not an ordinary 
book. It was sponsored by 
the Commerce and Marine 
Commission of the Ameri- 
can Bankers Association 


for the special use of 
banks. 
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Main office in 
F RES N O 
Population 
5 2,5 1 8 


ONE of the 410 offices through 


which this banking organization renders 
statewide correspondent service.-—«—. Head 
offices are in the two Federal Reserve cities 


in California: San Francisco and Los Angeles 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 


BUSINESS AND THE MARKETS 


THE Baltimore & Ohio Railroad an- 
nounced on November 16 that it had 
arranged to take care of its $63,000,000 
maturity of March 1, 1933. The road 
will pay half in cash, lent by the R.F.C. 
and half in a new issue of 5 per cent 
bonds (the old issue bears 414 per 
cent). 

The Ottawa Trade Agreement will 
shut off about $82,000,000 worth of 
our products from the United Kingdom, 
according to estimates by the Depart- 
ment of Commerce. 

Establishment of the five-day week 
and the six-hour day was advocated as 
“a step in the right direction” by Wil- 
liam Green, president of the A.F. of L. 
in his keynote speech opening the an- 
nual convention of that organization. 

Plans for the payment of an addition- 
al dividend of 10 per cent by the Bank 
of United States before Christmas were 
announced on November 21. This will 
bring total disbursements up to 55 per 
cent. 

The Department of Agriculture on 
November 21 estimated 1932 farm in- 
come at $5,240,000,000, a reduction of 
$1,715,000,000 from a year ago. 

Security offerings in the United 
States, exclusive of Governments and 
municipals, totaled but $614,000,000 
in the first 11 months of 1932 against 
$2,205,000,000 in the same period in 
1931, a decline of 72 per cent. 

During October, for the first time 
since 1929, the railroads showed prac- 
tically no fall in aggregate net operat- 
ing income from the same month the 
previous year. The decline according to 
the figures of the Bureau of Railway 
Economies, released December 10, 
amounted to only six-tenths of one per 
cent. 

Open market rates on bankers’ ac- 
ceptances fell to 4 @ % per cent on 


The Battle of Geneva! 


FROM THE SAN FRANCISCO CHRONICLE 
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Life Is Just a Bow! of Cherries 


FROM THE CLEVELAND PRESS 


December 5, making a new historic low. 

Consolidation of four of the smaller 
exchanges in New York was reported 
near consummation. The four are the 
National Metal Exchange, the Nation- 
al Raw Silk Exchange, the Rubber Ex- 
change and the New York Hide 
Exchange. 

Factory employment in New York 
State dropped but 1 per cent in Novem- 
ber, the smallest decline in three years. 

A Stock Exchange seat went at $103,- 
000 on December 9, the lowest price of 
the present movement; three days later 
the price rebounded to $115,000. The 
low of the year was $68,000, the high 
$185,000. 

A conference representing the lead- 
ing copper producers of the world, which 
had been in progress in New York for 
a fortnight, broke up December 9 with- 
out having resulted in the reaching of 
an agreement on curtailment. 


CONGRESS 


SENATOR Reed Smoot, chairman of 
the Finance Committee of the Upper 
House, announced that he had joined 
the ranks of those favoring the sales tax. 

In his annual message to Congress 
President Hoover urged reorganization 
of the banking system, adoption of a 
sales tax, continuance of the furlough 
system for Government employes, re- 
organization of the Government through 
consolidation and elimination, and bal- 
ancing of the budget. 

In his budget message the President 
asked for a cut of $580,000,000 in ex- 
penditures, $127,000,000 to| come out 
of the veterans’ administration. Under 
the present tax structure the deficit 
would be $841,000,000, but this could 
be brought down, the President pointed 
out, to $307,000,000 by omitting pay- 
ments into the sinking fund. 

The Philippine Independence ( Hawes- 
Cutting) Bill (CONTINUED ON PAGE 62) 


The Wall Street Journal 


takes a bow 


and gratefully acknowledges the compliment 
contained in the findings of the recent survey 
conducted by Ernst & Ernst for the American 
Bankers Association Journal. 


The survey shows that the greatest num- 
ber of bank presidents throughout the United 
States regard The Wall Street Journal as most 
useful of all publications in solving their va- 
ried business and banking problems. 


We were pleased but not surprised. Any 
banking official who subscribes to The Wall 
Street Journal knows that it is one of the few 
indispensable papers. Those who are not ac- 
quainted with The Wall Street Journal will 
find it profitable to write for further infor- 


mation. 


The survey also tells a highly significant 
story to the banker who exercises a deciding 
influence upon advertising appropriations. 
Evidence of media preference, direct from 
bankers themselves, is far more convincing 
than publishers’ claims. Would you like to 


see the evidence? 


THE WALL STREET JOURNAL 


44 BROAD STREET 
NEW YORK 
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NORTH AMERICAN BOND 


Providing an Ownership in Bonds 
of Approximately 200 Issues 


HE strength and stability which have characterized the invest- 

ments of the largest institutional investors are due to two factors 
beyond the reach of most individual investors. These are: (1) Diver- 
sification over prime obligations; and (2) Continuous supervision. 
The cost of continuous supervision and of the investigations necessary 
to sound initial selection are prohibitive even for many institutions 
and other large bondholders. The capital investment required for 
adequate diversification is too great for the majority of bond buyers. 


It is to meet this situation that NORTH AMERICAN BOND TRUST CER- 
TIFICATES have been created. Through this single security an investor 
may obtain: 


I OWNERSHIP in bonds of approximately 200 issues, deposited in trust and held 
in trust in the vaults of one of the country’s largest trust companies. 


2 AN INVESTMENT in prime and selected obligations whose diversification is so 
broad that risk in any single corporate issue is reduced to a minimum. 


3 SAFEGUARDS and advantages heretofore available only to the largest individual 
bond buyers and institutions, including supervision for the purpose of maintaining 
the quality of the investment for the entire life of the trust. 


4 A SECURITY which can be converted into its cash liquidating value through the 
Trustee at any time in a manner and on terms fully set forth in a trust indenture. 


NORTH AMERICAN BOND TRUST is not a unit type trust. Each certi- 
ficate represents an interest in the entire fund and is equal in value to 
every other certificate of the same denomination. 
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TRUST CERTIFICATES 


Concerning the Underlying Bonds 


Box. initially deposited were selected 
after more than a year of investigation and 
analysis during which every bond issue listed 
or commonly dealt in on the New York Stock 
Exchange and the New York Curb Exchange 
was examined. Bonds of 200 issues were se- 
lected from more than 2400. 

@ More than 80% of these bond issues are se- 
cured by mortgage. 

@® More than 88% of the issues represented in 
this list, or equally secured issues of the same 
companies, are represented in the combined 
portfolios of the six leading life insurance com- 
panies of the country. 

@ The industrial companies, if taken as a group, 
could liquidate or retire from business, dispose 
of their combined fixed capital assets for noth- 
ing, pay off their current liabilities and still 
have sufficient assets left to retire a funded debt 
60% greater than is now outstanding according 
to latest annual reports. 

@ All of the corporate issues are either listed 
or commonly dealt in on the New York Stock 
Exchange or the New York Curb Exchange and 
are outstanding in the principal amount of at 
least $5,000,000, excepting only equipment 
trust certificates. 

@ As a group these corporations do business in 
every state of the United States and in eight of 
the nine provinces of Canada. Utility operating 
companies whose obligations are held do busi- 
ness in 41 of the 48 states. 

@ Total funded debt of the corporations in the 


list is only slightly more than 13 billion dollars 
as compared with total net property accounts of 
almost 26¥2 billion dollars and total assets of 
more than 41 billion dollars. 


@ Except in certain instances specifically pro- 
vided for, all railroad and public utility cor- 
porations included earned their fixed charges at 
least 1¥2 times on average during the five year 
period ending with 1931 and corporations other 
than railroad and public utilities earned their 
fixed charges at least twice on average over the 
same period. (The “over-all’” method of com- 
puting ratios of earnings to fixed charges was 
used wherever possible.) 

@ All of the corporations whose bonds have 
been included in the initial list fully earned 
their fixed charges even during the last fiscal 
or calendar year for which published reports 
were available on November 21, 1932. 


@ A composite balance sheet based on latest 
annual reports of the industrial corporations 
whose bonds are held shows cash and equiva- 
lent to be over two times all current liabilities. 
Total funded and long-term debt is only 32.7% 
of net property account. 


@ The railroad companies represented in the 
list account for more than 43% of the railroad 
mileage of the entire nation. They traverse the 
country from the Atlantic to the Pacific and 
from Canada to the Gulf. They are diversified 
in character, including granger roads, coal 
roads, industrial roads, short lines and trans- 
continental systems. 


Price: At the Market 


Current return: approximately 5.30% 
CAt present prices and based on bonds presently held) 


Full details concerning the trust will be found in the standard Offering Circular, copies of which are available. 


DISTRIBUTORS GROUP, INCORPORATED - 63 WALL STREET, NEW YORK 


Owned by a Nationwide Group of Investment Houses 


CHICAGO BOSTON PITTSBURGH 


PHILADELPHIA 


LOS ANGELES NEW ORLEANS 


AMERICAN BANKERS ASSOCIATION JOURNAL, January 1933 


\ OU'LL HAVE TO RECKON 
¢ WITH THESE FELLOWS! 


- 


PROBABLY your institution has taken over 
the managership of several buildings in 
these recent years. If so, we wish to call to 
your attention the ravages of Time, Wear, 
and Tear. They take great delight in mar- 
ring the fixtures and finishes and inner work- 
ings of a building, hampering its usefulness, 
and crippling its earning power. Counter- 
act the work of these three with Obsoles- 
cence Insurance. 

Obsolescence Insurance is a fund that you 
create of your own volition from the earn- 
ings of a building. Then each year a careful 
inspection shows where this money can best 
be spent to keep the building in first-class 
condition. 

First consideration in a program of build- 


ing up-keep should go to the elevators, for 
they are in continual use and are always in 
full view. And here Otis Elevator Company 
can aid you through its Modernization Sur- 
vey and its Maintenance Service. The Mod- 
ernization Survey presents a plan for bring- 
ing elevators up to today’s standards at a 
minimum cost. And the Maintenance Ser- 
vice provides for regular examination and 
care of elevators by skilled Otis men. 

We invite you to make use of the free 
services of Otis engineers in determining 
the needs of elevators in your buildings. 
Just telephone the local Otis office. Otis 
Elevator Company, offices in the principal 
cities of the world, or at 260 Eleventh 
Avenue, New York City. 
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Correspondent Banking 
Relations in 1933 


N October the 

JOURNAL published 

an article on “Bank- 
ing Cooperation”. The 
New York Herald Trib- 
une, in commenting edi- 
torially, pointed out 
that while sweeping re- 
forms in the fundamen- 
tal banking structure are being advocated by some, “‘it is 
encouraging to observe that the banks are devoting them- 
selves assiduously to the task of strengthening the system 
in every possible way within the present framework”. This 
is as it should be. Economic developments may require legis- 
lative changes if they are sound, but banking progress on the 
whole comes from within banking itself. 

Although the immediate effects of the depression have 
been unfortunate, the banking structure has been strength- 
ened for the future. In 1921 there were 30,800 banks; there 
are now about 19,000 institutions which are in a stronger 
position for service to depositors and other customers. There 
is today an average of 6,000 persons per bank as the basis 
for business, compared with 3,500 persons in 1921. Average 
capital funds of $420,000 compare with the former figure of 
$205,000; average deposits of $2,500,000 compare with $1,- 
250,000; and total capital funds of $8,500,000,000—a reduc- 
tion of $1,500,000,000 from the 1930 peak—compare with 
$6,360,000,000 in 1921. 

Correspondent banking is the inter-banking business re- 
lationship upon which our present system has developed. 
Among the other than legislative sources for further streng- 
thening and readjustments, there may be opportunities for 
improvements in these inter-banking relations. There may 
be certain services, vital to the country banker, which the 
large city correspondents with their highly developed de- 
partmental organizations and their widespread connections, 
can improve and make more valuable in line with changing 
economic conditions. Perhaps there may be new services to 
be developed. And there may be opportunities for closer 
cooperation by the country banker and a better understand- 
ing of country banking problems by the city correspondent. 


The JOURNAL con- 
ducted its own investi- 
gation among both 
groups. Country bank- 
ers and city correspon- 
dents alike were asked 
two questions—one re- 
lating to the most valu- 
able specific services 

now rendered, and the other concerning specific methods by 
which the city correspondents can become more helpful. The 
results are published in the two articles next following, and 
in a third article to appear in the February JOURNAL. 
Country bankers in 24 states and correspondent institu- 
tions in 12 cities contributed to this study. Sometimes criti- 
cal, they were constructive throughout. Their comments on 
present services provide a cross-section of correspondent 
banking relations as now practiced, and the various sugges- 
tions for improvements can be read with profit and con- 
sidered earnestly by every reader of the JOURNAL. 
Important as the routine services are, emphasis was di- 
rected by both groups to the “intangibles” of advice and help 
and “a better understanding than has heretofore existed be- 
tween the larger city banks and their depositing banks on 
the problems with which each is confronted”. Investment 
guidance—unbiased information and appraisals, safekeeping, 
and the buying and selling of securities—was the most widely 
discussed issue. But this was closely followed by that other 
intangible item, personal contact and consultation on man- 
agement, which ranked a close second in the replies by coun- 
try and city bankers alike. These and the other phases are 
presented as told to the JOURNAL by the bankers themselves. 
The two following articles present separately the two 
group points of view. First, the country bankers give their 
conceptions of correspondent banking and its opportunities. 
Next, the city bankers speak. Naturally, the individual re- 
quirements of country bankers depend upon local needs dic- 
tated by the dominant agricultural or industrial pursuits of 
their communities. This factor was taken into account. The 
opinions of city institutions are more uniform, although here, 
too, there are certain differences due to geographical location. 
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And the Replies from — 


I. COUNTRY BANKERS 


HE JouRNAL sought and secured 

answers to these two questions 
from country, or depositing, bank- 
ers in 24 states. Their replies ranged 
from the cryptic “we ask nothing and 
get nothing” and “credit something at 
par” as expressed by one banker, to an- 
other’s statement that “we look to our 
correspondent as a sort of mother in- 
stitution”. But the sum total of their 
comments is the worthwhile contribu- 
tion provided toward further coopera- 
tive banking effort, based upon the les- 
sons of the past three years, to strength- 
en these relationships. 

Some time ago former Comptroller 
J. W. Pole, in a report to the House 
Banking and Currency Committee, re- 
duced this “business relationship which 
facilitates the interchange of credit” in- 
to four elements—the country bank de- 
posit carried, on which interest is paid; 
security purchases from or upon the ad- 
vice of the city bank; the privilege of 
borrowing from the city bank; and the 
opportunity for seeking direction and 
guidance on questions of bank policy 
and management. Mr. Pole disregarded 
the operation of depositing money on 
call in New York, and so did the bank- 
ers in the JOURNAL investigation with 
such comment as “when the general fi- 
nancial situation is in better adjustment, 
the advantage of having a city corres- 
pondent to place call loans will be of 
great benefit”. But their replies other- 
wise follow Mr. Pole’s four-point an- 
alysis and they are discussed in that 
general order here. The points covered 
and the suggestions offered from the 
country bankers’ points of view are re- 
ported with quotations that are typical 
in each instance. 

A number of these bankers prefaced 
their statements with tributes to their 
city correspondents for service through 
the years—in one case, for service over 
the past half century. Others empha- 
sized that “we have never made a re- 
quest of our city correspondents that 
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has not been granted”. And another, 
“we presume there are innumerable ser- 
vices that our city banks perform for 
us and we take them as a matter of 
course, forgetting that these services cost 
our city correspondents a considerable 
amount of money and that they are 
doing it simply because we are their cus- 
tomers and they wish to see us prosper 
and receive good service’. 


INTANGIBLES vs. ROUTINE 


THOSE “‘intangibles”, investment gui- 
dance and help on management, far out- 
ranked other services of a more routine 
nature, but.the value of city institutions 
as depositories for funds, concern in 
some cases regarding interest on de- 
posits, and the importance of prompt 
collections were prominently mentioned. 
One country banker stated that, “at the 
present time I regard the city corres- 
pondent banks of little value other than 
as a depository for funds on which ex- 
change may be drawn”. And three 
ethers in widely separated sections 
added: “Our city correspondents could 
help us more by increasing the amount 
of interest paid on balances to a fair 
rate’. . . . “They should give a fair 
rate of interest on all moneys on de- 
posit”... . “The thing that we are most 
interested in at the present time is the 
rate of interest they offer us on our 
reserve funds”. 

Some of the replies emphasized the 
handling of collections and cash letters 
and the clearing of out-of-town items, 
with greater promptness desired... . 
“The 24-hour remittance service would 
probably give us considerable help in 
the clearance of items”... . “They have 
been unusually good to us at different 
times but it seems as if in the carrying 
of what they call the float of checks, 
their charges for different collections 
sometimes seem a little stiff. I believe 
our eastern correspondents are better 
in this regard than they are on the 
Coast”. 


The Federal__Reserve- is utilized 
wherever possible by its country bank 
members, however, and this has had its 
effect on correspondent relations. For 
example: “In our locality, the type of 
business is such that we look for very 
little in the way of tangible service from 
a New York correspondent—certainly 
nothing that cannot be adequately per- 
formed by any representative New 
York bank. We follow the policy as 
members of the Federal Reserve System 
to use the Federal Reserve banks to the 
limit of our ability, and call on our 
other correspondents for only the or- 
dinary functions of lending money on 
call, credit data including checkings on 
commercial paper, etc.” .. . “We are 
now using the Federal Reserve bank for 
rediscount service and currency ship- 
ments, which service, previous to the or- 
ganization of the Federal Reserve, was 
of course given us by our correspon- 
dent banks”. . . . “In all periods of em- 
ergency we call on them for services that 
do not come under the normal facilities 
of the Federal Reserve bank’”’. 


CREDIT INFORMATION 


SUPPLYING credit information to the 
country banker was looked upon by 
several as the more important function. 
An Oregon banker put it this way: “The 
most valuable service that our city cor- 
respondents give us is credit information 
on investments—namely, bonds and 
commercial paper. Also, their credit in- 
formation as to customers who come to 
us from the larger cities’. . . . From 


Michigan: “One correspondent, when 
asked, will obtain for us all the credit 
information (CONTINUED ON PAGE 42) 
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HE JourNAL also sought and se- 

cured answers to these two questions 
from correspondent bankers in 12 prin- 
cipal cities. Between them they prob- 
ably handle the accounts of nearly all 
the country banks in the United States. 
The scope of their operations is wider, 
the volume of work handled is greater 
and their organizations are more highly 
departmentalized. Their points of view 
are naturally different from those of 
the country bankers, but reveal the same 
eagerness to achieve through greater 
cooperation the common goal of better 
banking. 

As one city banker expressed it, “sat- 
isfactory balances on the one side and a 
prompt and efficient handling of busi- 
ness on the other should make a satis- 
factory correspondent banking relation- 
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And the Replies from —~ 


Il. CITY CORRESPONDENTS 


ship. Add to this the personal element 
and a consciousness of having weathered 
a stormy period together and you have a 
bond between city bank and correspon- 
dent which should last through the 
years”. 

Most of these bankers described the 
work of certain of their departments 
and certain specialized services which 
they provide for country bankers, but 
here too the emphasis was directed to 
those “intangibles”, investment guidance 
and help on management, as the bases 
for closer working cooperation. It is the 
JOURNAL’S observation after making 
these two investigations, that country 
bankers and city bankers alike are alert 
to possibilities for improving and 
strengthening the correspondent rela- 
tionship. 


DIFFERENT FOR EACH BANK 


WHAT were some of these opinions as 
expressed by the city correspondents? 
One said: “The ways in which a city 
bank can be helpful to its out-of-town 
correspondents are almost innumerable 
and depend to a large extent on the 
closeness of the relationship maintained 
and the real and sincere desire on the 
part of the city institution to interest 
itself in its correspondents’ problems. 
Far too often, however, such relation- 
ships resolve themselves into a deposit 
account with a city institution and the 
collection of a few routine items.” 
Another said: “In the general run 
of bank operation I am not in sympathy 
with building up a set of rules or sugges- 
tions for the industry as a whole, for 
the reason that little or nothing is ever 
accomplished in a constructive way. 
What fits in one place sometimes will 


not square up in another. The units of - 


services are not so important as the way 
in which these specific services are ren- 
dered. To make them most helpful re- 
quires individual application and per- 
sonal contact. Many of the more im- 
portant services offered correspondent 


banks are intangible. For instance, the 
banks in New York are a clearinghouse 
for general information about business 
conditions and give to country bankers 
a survey of the financial situation that 
they could not obtain in their own local- 
ities. They disseminate information that 
has been collected from all parts of the 
country and the world through their far- 
flung connections. One bank may supply 
this unit of service and other intangible 
units of service in a broader and more 
complete way, but in the way of stand- 
ard facilities there is little to recommend 
one over the other”. There are different 
requirements in different localities, too, 
as this middlewestern banker pointed 
out: “The service which New York 
banks are called on for by their corre- 
spondents probably varies somewhat 
from the calls made on us by banks 
in our state. Every day there are more 
or less service requests, many of them 
varying in character and some of a more 
or less personal nature”. 

Constructive criticism is always help- 
ful. Here are two critical comments. 
One banker, offering a leaflet which de- 
scribed the specialized correspondent 
services of his institution, said: “We find 
that very few of our correspondents are 
availing themselves of the complete use 
of all these departmental facilities avail- 
able. This, I think, is occasioned by the 
varying character of the business of 
their respective communities and also 
partly by the slowness to change their 
present practices on the part of some of 
their bank executives. We of course are 
continually urging all of our correspon- 
dents to make full use of our services’. 

But perhaps even more to the point 
was the statement of another prominent 
banker who believes that his institution 
is better able to “feel the pulse” of the 
banking situation than the majority of 
smaller correspondents. He stated: “We 
have noted that in many cases there is 
a tendency on the part of country bank- 
ers to resent (CONTINUED ON PAGE 43) 
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T IS quite possible that the automo- 
bile industry of the United States 
never had as dominating a part in 
the post-war prosperity of the country 
as has been generally ascribed to it. It 
certainly had a very important part and 
it must of necessity have a very im- 
portant part in industrial and commer- 
cial recovery. In considering the posi- 
tion of the industry at the present time 
one cannot be otherwise than impressed 
by the contrast between governmental 
policy in this country and the policy 
followed by other and competing na- 
tions toward the industry. Speaking 
generally, other nations all but coddle 
it, affording it not only protection from 
foreign competition as far as possible in 
customs duties, quota allotments and 
other restrictions on foreign competi- 
tion, but also favoring it by local regula- 
tions. Some countries even go so far as 
to subsidize it. In the United States the 
industry is singled out for a system of 
progressive direct and indirect taxation 
which promises to all but throttle it. 
It is too early to evaluate fully the 


effect of recent Federal and state legis- 
lation upon the manufacture and oper- 
ation of motor vehicles, but already 
some significant figures are available. 
Production during the current year, of 
course, has been much below that of 
the previous year. Comparisons between 
statistics of output in the first half of 
the current year compared with last year 
are misleading because of a change in 
the policy of manufacturers who have 
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To the average potential buyer the cost of an automobile 
is the payment of a certain sum per month. If instalment 
and cost of operation are within his means, he buys. In- 
= creased taxation has lifted the combined operating 
3 costs and instalment payments to a point which an in- 
creasing number of potential buyers cannot reach. 


—The Author 


By GEORGE E. ANDERSON 


restricted this year’s output to sales. The 
early summer months in the two years 
are comparable, however, and the com- 
parison is illuminating. Between May 
and June, 1931, the output of Ameri- 
can automobile factories fell off 22 per 
cent; between June and July the de- 
crease was 12.8 per cent. Between May 
and June of the current year 

the decrease was nominal, 1 to 

0.6 per cent. Between June and 

July the decrease was 39.2 per 

cent. In Canada the change be- 

tween May and June this year 

was a loss of 13 per cent; be- 

tween June and July there was 

a gain of 4 per cent. It is to be 
presumed that the small change 

in the American output be- 

tween May and June was in anticipa- 
tion of the incidence of the Federal taxes 
then in course of legislation and that 
the precipitate fall between June and 
July was in part a reaction therefrom. 
This presumption rather emphasizes 
than invalidates the conclusion that the 
new taxes have a deadly effect on the 
industry. 

Direct taxation of motor vehicles and 
their parts and accessories is 
not the only tax on the indus- 
try. The heaviest tax is indi- 
rect. While the increasing state 
taxation on gasoline, capped by 
the new Federal tax on gasoline 
and lubricating oil, primarily 
falls upon the oil companies, 
its indirect influence upon the 
motor car industry through the 

vmoeewooo effect upon motor car operators 
is no less important. Statistics covering 
gasoline and oil consumption for the 
same months covered by the above 
motor vehicle statistics are not yet avail- 
able, but it is generally understood that 
they will probably show a slight increase 
in total consumption for the first half 
of the year as a result of low prices. 
Since the imposition of the new taxes 
there has been a marked falling off in 
purchases of such supplies which, of 


course, may be partially explained by 
purchases made in anticipation of the 
new tax. In any event the imposition of 
these new taxes adds to the burden borne 
by the operators of motor vehicles with 
disastrous reaction upon the automo- 
tive industry. 

Taxation of the motorist has been 
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progressively increasing for 20 years. In 
1913 Maine inaugurated a new road 
policy by voting to issue $500,000 worth 
of highway bonds annually for a num- 
ber of years to be financed by a tax or 
license fee on automobiles. Other states 
adopted the policy. In 1919 Oregon im- 
posed a small gasoline tax for road 
building, and other states followed. Be- 
tween these two sources of income the 
states have financed the finest system of 
highways the world has ever seen. So 
long as the tax was moderate, say 
around two cents a gallon on gasoline, 
and was applied to roads there was no 
complaint—in fact most motorists were 
enthusiastic supporters of the policy. 
Gradually, however, the taxes were in- 
creased and the proceeds applied to pur- 
poses other than road building and 
maintenance. At last accounts five states 
had a 2-cent tax, ten a 3-cent tax, 18 a 
4-cent tax, eight a 5-cent tax, five a 6- 
cent tax and two a 7-cent tax. Last year 
gasoline taxes amounted to $536,397,- 
458 and at least $20,000,000 was di- 
verted into (CONTINUED ON PAGE 40) 
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“The distinguished record of 
trust institutions, especially 
during the difficult period of 
the last three years, is being 
appreciated more and more by 
the public, and confidence in 
trust service is growing pro- 
portionately. {It is doubtful 
whether any other field of fi- 


nancial service, with so much 
money and human welfare in- 
volved, could show such a not- 
able record for safety and con- 
servation,’ says Francis H. 


Sisson, President of the Amer- 
ican Bankers Association and 
vice-president of the Guaranty 
Trust Company of New York 


The Outlook for 


Trust Business 


By 
FRANCIS H. SISSON 


HE OUTLOOK for trust business 
Pia 1933 is the best in three years. 

There are definite reasons on which 
to base this optimistic outlook. There 
are tangible signs that point in this di- 
rection. 

The éxperiences of the past three 
years have made a great many people 
doubt their own ability to select sound 
investments. Because of these experi- 
ences they are turning to conservative, 
well equipped trust institutions to per- 
form this type of service through trust 
funds. 

Another important factor is the com- 
parative newness of trust service over 
the country as a whole. Its chief growth 
has been during the past decade. Con- 
sequently the “saturation point’’ is still 
a long way off. There is still a large 
field that is undeveloped. 

In 1931, for instance, there were 556,- 
120 persons who reported incomes of 
$5,000 or more, according to the latest 
annual report of the Secretary of the 
Treasury. The total of their incomes was 
more than $6,500,000,000. Although 
thousands of these people are already 
trust customers, there are a large num- 
ber of them who are potential prospects 
for living trusts or corporate executor- 
ships. A still greater percentage of the 
$6,500,000,000 could profit by trust pro- 
tection—to say nothing of the capital 
and property these incomes represent. 

There is an ever widening field for 
life insurance trusts. During 1932 there 
was more than $14,700,000,000 in new 
life insurance sold in the United States, 
according to Thomas A. Buckner, pres- 
ident of the New York Life Insurance 


Company, in his recent report as chair- 
man of the Association of Life Insur- 
ance Presidents. Much of this $14,700,- 
000,000 in new life insurance is already 
protected, but a still larger proportion 
could serve its beneficiaries better under 
trust agreements. 

During 1932 the life insurance com- 
panies of America paid to policy hold- 
ers benefits over $3,100,000,000, ac- 
cording to Mr. Buckner. Some of this 
$3,100,000,000 in paid-out benefits al- 
ready has the protection of trust agree- 
ments, but still more of it could serve 
beneficiaries better with such protection. 


TRUST ADVERTISING 


ANOTHER important factor is the in- 
creased amount of money that will be 
spent in 1933 for trust advertising. A re- 
cent survey made by the Trust Division 
of the American Bankers Association 
among a representative group of trust 
institutions in every state showed that 
21 per cent expected to increase their 
advertising budgets this year. An addi- 
tional 15 per cent stated they would in- 
crease their budgets if business improve- 
ment continued. Forty-four per cent said 
their budgets would not be cut, but 
would remain the same as 1932. Com- 
pared with last year these figures are 
most encouraging. In 1932 less than 2 
per cent of these same institutions in- 
creased their advertising budgets over 
1931, but 57 per cent cut their expendi- 
tures. 

Early in December a western trust 
man told me that, “For the first time in 
three years our institution is planning 
to spend some real money in advertis- 
ing.” 

A short time ago, an eastern trust 
dfficer, in discussing his institution’s 
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plans for 1933 said, ““We expect to spend 
more in 1933 for booklets, folders and 
direct mail than we have ever spent 
before. I believe the outlook for trust 
business is good, particularly because 
people generally seem to have more con- 
fidence in the future than they have had 
at any time within the past two years. 
They realize now the value of conserva- 
tion, which they overlooked in boom 
times. They will be more inclined to act 
on trust matters than to postpone action, 
which has been the order of the day 
for some time past.” 

The reports I have had from other 
trust men in various parts of the coun- 
try reveal well-founded optimism for 
trust business this year. A Kansas bank- 
er reports that, “The turn is definitely 
towards trust companies in this com- 
munity. Nineteen thirty-two is the best 
year we have ever had, and we expect 
1933 to be still better.” 

An Indiana trust man recently wrote, 
“Our trust business has increased 30 per 
cent in numbers, and 35 per cent in 
dollar value over a year ago. We believe 
that the increase will continue and that 
the future is bright.” The vice-president 
of a New England trust company ex- 
pressed his views in the following defi- 
nite terms: “The outlook for trust 
business is better than ever. First, be- 
cause the public is more convinced than 
ever that corporate fiduciaries are su- 
perior to individuals in the handling of 
estates and investments. Second, because 
times are trying, values depressed and 
taxes greatly increased, the need for wis- 
dom in conservation and management 
of property is greater than ever before. 
Third, because of depressed estate 
values, it is most important that existing 
estate plans (CONTINUED ON PAGE 66) 
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1933 


people of the United States in time 


GS eonte in their history have the 
of peace faced so many uncertain- 


ties as at the opening of the year 1933. 

These range from doubt as to the 
collection of $11,000,000,000 in inter- 
governmental debts to the price of a 
glass of beer,—‘if and when” lawful 
beer is a reality. They involve the credit 
and good faith of the Federal Govern- 


Forecasts are supposed to be based on certain- 


ties but there are very few certainties in 1933— 


not enough for a forecast. In this article, the 


JOURNAL prefers to mention several great un- 


known factors, the determination of which will 
write the record of 1933. 


It seems as though efforts to trace the proba- 


ble course of business and politics have become 


more difficult and less accurate each year since 


1929. 


Forecasting twelve months is a habit that be- 


gan long before there were oracles in Sparta. 


About the first of the year an impulse to peer 


ment; the salvation of hundreds of thou- 
sands of homes; liberal treatment for 
$13,000,000,000 of farmers’ debts; the 
position of from $12,000,000,000 to 
$14,000,000,000 in American private in- 
vestments abroad. At least nine-tenths 
of the uncertainties have to do with the 
nature and effect of prospective na- 
tional legislation. All have a direct effect 
upon American business, perhaps more 
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ahead is irresistible. 


generally upon American banking than 
upon any other line of business effort, 
since the majority of these questions 
have to do with debts; and the sanctity 
of debts is the foundation of the bank- 
ing business. 

If the inter-governmental debts grow- 
ing out of the World War have seemed 
to offer the most acute of these problems 
in the last few weeks it is not only be- 
cause of the international political and 
economic situation involved but also be- 
cause in many respects these obligations 
are typical of obligations in general. No 
sooner is the question of scaling down 
or cancelling these governmental debts 
brought to the decisive stage than the 
question of private debts owed the 
United States from abroad also arises. 
The practical remission of German 
reparations by the international con- 
ference at Lausanne has been followed 
immediately by a demand from private 
debtors under the standstill agreement 
for a reduction in interest upon their 
obligations. Other European debtors 
make the same demand. If Europe in 
any degree hedges upon its $4,000,000,- 
000 debts to private American investors 
what is to be expected of Latin America 
with its $5,000,000,000 to $5,500,000,- 
000 in debts, many of which are already 
in default? These questions are no long- 
er academic; they are already in the 
realm of practical finance. 


Farm relief is the declared “first 


The march of human progress down 
through the ages is depicted in Bru- 
midi’s painting in the dome of the Capi- 
tol in Washington 
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policy” of the incoming national ad- 
ministration in this country. That means 
little or nothing until plans are known, 
and plans are indefinite or of doubtful 
soundness. Farm relief, in fact, is just as 
far from realization as ever. After three 
years of experimentation involving a 
loss of hundreds of millions of dollars 
with ultimate benefit to the farmer a 
matter of great doubt the country is 
still experimenting. 


THE PLANS PROPOSED 


THE export debenture plan under 
which farmers would receive a bounty 
from the Federal Treasury equal to 
the import tariff rate on all farm prod- 
ucts exported still has advocates in 
Congress. The equalization plan still has 
its supporters although it was vetoed 
twice by President Coolidge. It pro- 
posed a Government corporation which, 
for example, would buy the wheat crop 
of about 800,000,000 bushels, paying 
the farmers world prices plus the im- 
port duty or, at present prices, about 
90 cents per bushel. It would withhold 
the exportable surplus of about 200,- 
000,000 bushels from the domestic mar- 
ket and export this surplus at world 
prices. The loss on the wheat exported 
would be apportioned among the farm- 
ers who received the inflated price for 
wheat domestically consumed. It was 
calculated that at the 90-cent rate the 
farmers would receive a total of $720,- 
000,000 for their 800,000,000 bushels 
of wheat of which they would lose $80,- 
000,000 on the portion exported, thus 


netting $640,000,000 for their crop as 


compared with $400,000,000 they would 


have received for their crop at world 
prices. The plan was to have been ap- 
plied to other crops in the same man- 
ner. 

This scheme, however, made no pro- 
vision for the limitation of crops. Now 
comes the latest plan, based upon much 
the same principles, known as the volun- 
tary or domestic allotment plan. It pro- 
vides that the Government shall collect 
an excise tax upon farm products con- 
sumed in this country equal to the im- 
port tariff. Out of the fund thus created 
farmers who agreed to limit their pro- 
duction in accordance with an estab- 
lished schedule would be paid a propor- 
tionate share of the fund which, if all 
farmers in the country accepted the 
plan, would work out close to the im- 
port tariff on the product involved. 

It is needless to indicate the faults 
of any such system or the manner in 
which it would press unbearably upon 
other classes of the population. It is 
sufficient to point out that, as in the 


The year 1933 is likely to be a 
year of adjustment in many 
lines, mostly a year of liquida- 
tion,—internationally, nation- 
ally, locally. It will be a year 
of many uncertainties which 
must be faced realistically. 
The outcome depends upon the 
good sense and faith in the fu- 
ture of the American people 
which, after all, are things to 
be counted upon. 
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case of the other schemes, it is a gigantic 
experiment involving all classes of peo- 
ple, the basic industry of the country 
and hundreds of millions of dollars of 
taxpayers’ money with no more than 
doubtful theoretical assurance of success 
upon which no business interest could 
safely rely. 


ATTEMPTS TO STABILIZE 


OTHER experiments have been tried 
and have failed. Stabilization has been 
tried in the case of wheat and cotton 
and according to fhe annual report of 
the Federal Farm Board the losses up to 
the 30th of last June were about $154,- 
000,000 on wheat and, including losses 
of the American Cotton Cooperative 
Association, $148,000,000 on. cotton. 
Since June these losses have been in- 
creased. The entire Federal Farm Board 
program has been a costly experiment. 
Congress paid out $500,000,000 for the 
enterprise. The Farm Board on the first 
of December figured out its “net worth” 
at $140,000,000; or, if the Board is given 
credit for wheat and cotton appropri- 
ated to the Red Cross for relief, $183,- 
000,000. Perhaps it is only a natural 
result that there is a rising tide in Con- 
gress in favor of abolishing the Board 
and all its works. Yet what better agency 
can be offered as a substitute? 

More important, perhaps, is the farm 
mortgage situation. At the rate reported 
in the latest returns at least 150,000 
farm mortgages have been foreclosed in 
the past year. Among private lending 
agencies which handle about 83 per cent 
of this business foreclosures have been 
inevitable al- (CONTINUED ON PAGE 46) 
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The Thrift 


of high wages and of soaring 

stock prices, it was perhaps to be 
expected that the copy book maxims 
concerning thrift and the benefits of 
frugality would be cast aside by the 
enthusiastic disciples of the “new era”. 
It was hardly to be anticipated that 
this attitude would be carried over into 
the sobering days of depression. But 
that is just what has happened. 

It is true that the reasons given are 
different. In boom times, everyone was 
to spend to keep prosperity and to get 
his share of sudden wealth in the stock 
market. Now, everyone should spend in 
order to bring back the careless days. of 
1929, if numerous advisors are to be 
believed. The result has been to place 
the exponents of thrift more or less on 
the defensive. 

If these ideas are sound, we are faced 
with the necessity of revising many 
principles long accepted as more or less 
fundamental. I do not believe that such 
is the case, and I shall analyze the situ- 


Do sie the period of easy money, 


Chart I. Investment type assets and sav- 
ings type liabilities on each call date 
from June, 1914, through June, 1932, 
for all banks in the country and the 
postal savings system. The vertical scale 
is logarithmic, giving equal percentage 
variations equal prominence. On page 
49 Chart II records the actual amounts 


Cycle 


By E. C. HARWOOD 


ation in order to establish, by the force 
of facts and logic, the danger of adopt- 
ing these visionary theories. 

The entire subject is, of course, in- 
volved in the obscurities of the business 
cycle. The proponents of the spending 
panacea argue that a depression is the 
result of over-saving. Two variations of 
the basic idea have gained wide circu- 
lation. One of them is that during the 
boom period people tend to save too 
much, and that the savings accumulated 
are invested in excess plant capacity. 
Then when the new plants start operat- 
ing, more goods are made than people 
want (or more than they can buy. There 
are some differences of opinion on this 
point.) with the inevitable result that 
there is over-production, prices start 
falling, losses occur and the all too 
familiar chain of depression phenomena 
result. This is the attitude of the Foster 
and_Catchings school. 

The other proponents of the over-sav- 
ing explanation for business depressions 
are led by Mr. Keynes whose two- 
volume work, “A Treatise on Money”, 
has been widely read. It is Mr. Keynes’ 
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In Defense of Saving 


Mr. Harwood is a member of the faculty 

of Massachusetts Institute of Technolo- 

gy and is the author of “‘Cause and Con- 
trol of the Business Cycle” 


hypothesis that the depression is the re- 
sult of an excess of saving which some- 
how does not get invested, and, there- 
fore, is withdrawn as purchasing power 
from the market place. The details of 
the process are not satisfactorily ex- 
plained. However, it is plainly shown 
that if it did happen, depression would 
result. The clarity of Mr. Keynes’ ex- 
position of this point has led many 
people to accept the basic premise that 
an excess of savings does accumulate 
and fail to find investment opportuni- 
ties. 

It will be observed that both aspects 
of the over-saving theory rest on the 
basic assumption that current invest- 
ment during a boom is not in excess of 
current saving. The first supposes that 
new invest- (CONTINUED ON PAGE 49) 
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The Problem of 
the Railroads 


HE National Transportation Com- 

mittee’s hearings in New York and 

the wage negotiations in Chicago 
have emphasized more strongly the 
plight of the railroads. The Coolidge 
committee, sponsored by the National 
Association of Mutual Savings Banks, 
the National Association of Life In- 
surance Presidents, the American Bank- 
ers Association, and other groups, is 
going its unofficial but efficient way in 
the interests of millions of railroad se- 
curity holders and savings bank de- 
positors, and is accumulating the data 
provided by numerous organizations. 
Its report and recommendations will 
undoubtedly contribute much of a con- 
structive nature. 

In Chicago W. F. Thiehoff, represent- 
ing the railroad management, pointed 
out to the labor committee that the fi- 
nancial condition of the carriers was 
much worse than it was a year ago when 
the temporary wage cut was first ac- 
cepted. Unable to earn fixed charges, 
he declared that on August 31 the roads 
had 28.4 per cent less cash than they 
had the year before, and that their loans 
and bills payable were 42.2 per cent 
higher. 

Back of these hearings, however, is 
the more important background of de- 


afford a better perspective of the whole 
situation now confronting the country. 


THE TRANSPORTATION ACT 


THE Transportation Act of 1920 and 
the “check and double check” policy of 
the Interstate Commerce Commission 
marked the end of the war-time Federal 
control of the carriers and led investors 
in railroad securities to expect a 534 
per cent return on property investment. 
However, the highest rate of return 
earned was 4.99 per cent in 1926. The 
1930 figure, considered by some as a 
more “normal” year, was 3.30 per cent 
compared with 2.87 per cent in 1921, 
while for the first nine months of 1932 
the net operating income of the Class I 
roads indicated a rate of return of 1.04 
per cent for the year. The recapture 
clause of the Act, by which half the ex- 
cess earnings over 6 per cent of the 
stronger roads would go into a Govern- 
ment revolving fund, has encountered 
difficulties during this period and its 
repeal by Congress is being urged. 
Whether or not such repeal would be 
retroactive to provide for the $361,000,- 
000 and more in excess earnings claimed 
by the Interstate Commerce Commis- 
sion, is another problem for Congress. 

The authorization for consolidations 


velopments and circumstances which /to provide (CONTINUED ON PAGE 63) 


KEYSTONE-UNDERWOOD 


The National Transportation Committee 
which has been meeting in New York. 
Front row, left to right: Alexander 
Legge, head of the International Har- 
vester Company and former head of the 
Federal Farm Board; Mr. Coolidge, 
chairman of the committee; Mr. Smith. 
Back row, left to right: Dr. Harold G. 
Moulton, head of the Brookings Insti- 
tution in Washington and technical ad- 
visor of the committee; Clark Howell, 
publisher of the Atlanta Constitution; 
and J. W. Power, secretary of the com- 
mittee. Bernard Baruch, well known fi- 
nancier, is also a member, although he 
does not appear in this picture 


Below: A. F. Whitney, chairman of the 

Railway Labor Executives’ Association, 

whose committee met with railroad 

officers headed by W. F. Thiehoff, gen- 

eral manager of the Chicago, Burlington 

and Quincy Railroad, in wage negoti- 
ations in Chicago 
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HE FUTURE of the Bank for In- 
ternational Settlements will be more 
sharply delineated during and after 

the forthcoming World Monetary and 

Economic Conference in London, at 

which it will play an important réle. 

Two years ago a distinguished American 

predicted for the world bank “a long, 

though not necessarily a happy, life.” 

The bank has had its problems during 

the first three years of its existence; they 

have not yet had an unhappy ending 
and, though the eventual terminus of the 

road may be obscured by haze, the di- 

rection in which events are traveling is 

clear. It should never be forgotten that 
the problems involved in settlements be- 

tween nations are not current, but of a 

more or less permanent nature and that 

solutions of all international questions 
are evolved slowly. 

The Lausanne Conference of last July, 
which incidentally resulted in a settle- 
ment of the reparations problem which 
was unexpectedly favorable and possibly 
final, necessarily effected certain changes 
in the B. I. S. program, for without rep- 
arations for the bank to handle what 
was at the outset considered one of its 
primary functions ceased to exist and 
its services along these lines must hence- 
forth be confined to its operations as 
trustee for present and future interna- 
tional loans. That the loss of its repara- 
tions function was not unforeseen is in- 
dicated by those provisions in the 
bank’s statutes for other activities and 
by a statement made by its president, 
Gates W. McGarrah, two years ago, in 
which he said: 

“While in the popular mind the bank’s 
activity in connection with German 
debt payments is regarded as its prin- 
cipal operation, and while it was a prime 
reason for the bank’s creation, the truth 
is that this duty has already become the 
smaller side of the work. The adminis- 
tration of these monthly sums [then 
under 20 per cent of total assets] is a 
routine operation which could be car- 
ried on by any trust company.” 

The bank is now nearly three years 
old; cessation of reparations would not 
have embarrassed it greatly when it was 
six months of age. Loss of work which 
could be carried as routine “by any trust 
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The World Bank Since Lausanne 


The London Conference Agenda 


To understand something of the importance of the rdle of 
the Bank for International Settlements during and after the 
London Conference it is illuminating to mention briefly the 
subjects included in the Conference agenda. 

This agenda is being prepared by what is known as the 
Preparatory Committee for the Monetary and Economic 
Conference. This Committee has been working at Geneva 
and is made up of two delegates each from Belgium, En- 
gland, France, Germany, Italy, Japan and the United States; 
three more appointed by the Council of the League of Na- 
tions and two by the Bank for International Settlements. 
The bank’s delegates are Dr. L. J. A. Trip, governor of the 
Netherlands Bank, and Mr. Leon Fraser, alternate to the 
president; Dr. Trip was elected chairman of the committee. 

It may be recalled that two Americans are the chief 
administrative officers of the bank. Mr. Gates W. McGar- 
rah, the president, was for many years actively identified 
with banking activities in New York; Mr. Leon Fraser, 
alternate to the president, is a lawyer of national and inter- 
national reputation and was associated with Mr. Parker 
Gilbert during his administration as agent-general for repa- 
rations. 

The main Preparatory Committee broke up into a mone- 
tary subcommittee and an economic subcommittee. The 
monetary subcommittee has had before it (a) monetary 
and credit policy, (b) exchange restrictions, (c) inter- 
national movements of capital, (d) international financial 
mechanisms, (e) financial organization and practice and 
(f) the gold standard and means of achieving it. 

The close correspondence between the topics before the 
monetary subcommittee and those studied and practiced 
by the B. I. S. in recent years is notable. 


company” cannot worry its directors 
greatly. 

In the same address from which the 
foregoing quotation has been made Mr. 
McGarrah declared that one of the out- 
standing indications of the bank’s use- 
fulness, apparent in the first six months, 
was the collaboration of central banks. 
A similar expression but with greater 
emphasis would be justified today, 
though it may be said that cooperation 
between central banks whose governors 
attend B. I. S. board meetings at Basle 


is still in its infancy. Monthly discus- 
sions between central bankers and others 
in the Swiss city where the world bank 
has its headquarters have been more 
helpful than has been apparent during 
recent years of crisis after crisis and 
emergencies which recurred too fre- 
quently. Particularly important, in ret- 
rospect, was the series of direct credits 
arranged for Central European central 
banks under B. I. S. auspices and with 
its substantial participation following 
the collapse of the Vienna Kredit An- 
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The President of the United States is prepared, through whatever 
agency may seem appropriate, in cooperation with the British 


Government, to survey the entire situation. . 


. - J I welcome the 


suggestion contained in the note of your government of a close 

examination between the United States and Great Britain of the 

whole subject in preparation for the International Economic Con- 

ference. —Secretary Stimson’s war debt note to Great Britain dated 
December 8, 1932 


stalt. By assuming leadership when in- 
dividual central banks were unable, due 
to lack of time, to take the initiative, it 
may be said truthfully that the world 
bank made possible such credits, with 
all that they implied. 

The continued life of the Bank for In- 
ternational Settlements is recognition 
that central bank cooperation exists, in 
a formal and impersonal organism, and 
assurance that it will gradually evolve 
new methods and new instruments of 
international financial utility. Future 
operations of the B. I. S. may be help- 
ful in improving or correcting defici- 
encies in the gold exchange standard, 


placing in operation an international 
gold settlement fund to obviate unnec- 
essary and costly gold shipments over- 
seas and moving capital from markets 
where it is cheap to those where it is 
dear, equalizing capital costs, in a meas- 
ure, among nations. 

As the B. I. S. grows in prestige and 
strength its services in stabilizing for- 
eign exchange might find useful employ- 
ment. There are many other and more 
nebulous schemes which have been sug- 
gested for its study. The approaching 
London discussions may provide some 
clues not only as to how the bank is re- 
garded as a world instrument but also 
the objects upon which the instrument 
may be used. 

There is a curious view entertained 
in some countries that the gold exchange 
standard is impracticable, a demon- 
strated failure and, in fact, dead. Such 
a view is not held at Basle, where it is 
believed that there is room for the gold 
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exchange standard, properly regulated, 
and that some countries, notably Ger- 
many, now practically operating on it, 
may continue to make use of it. 

As to the international clearance of 
payments through future gold deposits 
in the B. I. S., subject to transfer from 
the account of one central bank to that 
of another, as provided in the bank’s 
statutes, such a scheme remains perfect- 
ly feasible. It has long been studied by 
the bank and it was among the subjects 
discussed at the Prague Conference in 
November, 1931, sponsored by the Bank 
for International Settlements. It is ob- 
vious, with a good proportion of the na- 
tions of the world off the gold standard, 
that the first task is to get them on again 
and that the present time is not an au- 
spicious one in which to proceed actively 
with proposals for an international gold 
settlement fund. Some method should 
be devised to render unnecessary con- 
tinued trans- (CONTINUED ON PAGE 57) 


GATES W. 
McGARRAH 


GATES W. McGARRAH, president, born in Monroe, 
N. Y., began his banking career as clerk in the Goshen 
National Bank, Goshen, N. Y., in 1881. In 1883 he 
came to New York to join the Leather Manufacturers 
National Bank, and became president four years later. 
Two bank mergers brought Mr. McGarrah to the chair- 
manship of the Chase National Bank executive com- 
mittee. On May 1, 1927, he was appointed Federal Re- 
serve agent and chairman of the board of directors of 
the Federal Reserve Bank of New York, which office he 
held until assuming his present position in 1930. 

He served as secretary of the New York Clearing- 
house Association in 1903-04; during the panic of 1907 
he was a member of the Clearinghouse Loan Commit- 
tee; in 1917, 1922 and 1923, he was chairman of the 
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Clearinghouse Committee and president of the Clear- 
inghouse in 1918-19. 

Mr. McGarrah was appointed American member of 
the general council of the Reichsbank by the Repara- 
tions Commission on August 30, 1924, and six years 
later was chosen president of the Bank for International 
Settlements. 

LEON FRASER, alternate to the president, was born 
in Boston. He was once a journalist, but became a cor- 
poration attorney and economist. In 1914 he was ad- 
mitted to the New York Bar, joined the United States 
Army in 1917 as private and rose to the rank of major, 
holding a D.S.C. and Legion of Honor membership. 
From 1924 until 1930 he was engaged in the reparations 
problem. He assumed his present position in 1930. 


Regional Clearinghouses 


—Public Contidence 


quently proves to a skeptical or 

careless person the wisdom and 
the economic necessity of carrying ade- 
quate insurance. Family ties are often 
more firmly drawn as a result of diffi- 
culty. And from the depression has come 
many a clearinghouse. One of them is 
the Nassau County Clearinghouse As- 
sociation. 

It happened on the morning of Janu- 
ary 6, 1932, just a year ago. A small 
group of bankers was hastily summoned 
to a conference. They were shocked to 
learn that a neighboring institution 
which had played an important part in 
the development of its community for 
25 years was in an extremely serious 
sityation as a result of continued with- 
drawal of deposits occasioned by the 
spread of scary rumors. It was evident 
from information submitted that the in- 
stitution might not live through the day. 
Every man in the room realized the 
serious effect upon his own bank if this 
should occur. Undoubtedly it flashed 
through the minds of those present that 
great anxiety could have been avoided 
had they known in advance the danger 
that lurked at their very doorstep, but 
it was too late at the moment to think of 


\ SERIOUS fire or an accident fre- 


This article indicates the usefulness of clearinghouse associ- 
ations in bringing about a stabilization of banking in any 
community by disclosing apparently weak situations and 
by extending aid and assistance, if they are necessary, be- 
fore it is too late. By this process the clearinghouse renders 
an invaluable service to its members in maintaining con- 
fidence in banking institutions—The Author 


that. The situation was an emergency 
that urgently called for immediate action. 

A suggestion was made that another 
bank in the same town should absorb 
the weakened institution. A lengthy dis- 
cussion followed. Figures were hastily 
compiled and analyzed. The larger in- 
stitution agreed to absorb the smaller 
one, but only on condition that the 
banking house and lot which was car- 
ried on the books of the distressed bank 
at $375,000 should be taken out of the 
picture by the remaining banks. The 
group saw at once that the pro-rata 
participation of each of the banks pres- 
ent in such an investment was beyond 
all reasonable proportion to their capi- 
tal funds—another obstacle to be met. 


“The next day 
newspapers 
throughout th e 
county proclaimed 
the establishment of 
a clearing-house as- 
sociation ... it was 
the one thing that 
stopped ll silly 
rumors and restor- 
ed confidence” 


i 
GALLOWAY 


By 
WILLIAM F. PLOCH 


Mr. Ploch is chairman of the Nassau 

County Clearinghouse Association and 

president of the National City Bank of 
Long Beach, Long Island 


Evidently additional aid would have 
to be secured. Time was passing. It was 
then midday. At length a decision was 
made to call representatives from 
all of the banks in the county, some 62 
in all. The meeting adjourned. It con- 
vened again within a couple of hours. 
The number of bankers in the room 
had increased considerably. The meet- 
ing dragged on throughout the afternoon 
and well into the night. Representatives 
of the National Credit Corporation were 
summoned with a view of enlisting their 
financial aid and participation in the 
purchase of the banking house and lot. 
Finally, at midnight, the proposal was 
adopted, the bankers present agreeing 
to participate to the extent of $300,000 
and the National Credit Corporation to 
the sum of $75,000. A bank suspension 
was avoided and confidence was re- 
stored. 

While negotiations for absorption 
were under way it became the deter- 
mination of every banker in the room 
that such a situation should not arise 
again in Nassau County. It was appar- 
ent at once that the best manner in 
which to prevent an eleventh hour call 
for help was (CONTINUED ON PAGE 65) 
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HE banker, undoubtedly more 
‘Ten the average man, should have 

a broad outlook. One of the best 
ways for him to broaden it is by wide 
reading. He should read not only the 
best books on banking and economic 
subjects—the standard works on the 
theory and practice of his profession—- 
but he should also be familiar with the 
best in general literature of the past and 
present. But, lest this should sound too 
much as if reading were merely a task 
and a duty, I hasten to add that the 
banker should read also for rest, re- 
laxation and genuine pleasure. 


In his library the average 
banker probably has more 
books than he can ever hope 
to read through. That is, there 
are certain works of reference 
that naturally find a place on 
his bookshelves. No banker in 
his whole lifetime could read 
all the books that would be 
helpful to him in his work. However, 
there is no reason why the banker 
should not assimilate as much as he 
can of the experience and observa- 
tion of others by reading widely of the 
recorded knowledge, experience and 
opinions of those who have preceded 
him in his business. 

There are certain books that seem 
practically indispensable for the banker 
to read. First, let us consider those hav- 
ing directly to do with his business. 
Naturally, a study of the principles of 
banking and finance is of primary im- 
portance. Among authoritative books 
on this subject is “The Theory and 
Practice of Banking” by Henry Dun- 
ning MacLeod. This is a fundamental 
work and is published in two volumes. 
Others along this line are “Theory and 
History of Banking” by Dunbar, and 
White’s “Money and Banking”. These 
two volumes are rather elementary in 
their style, compact .and forceful, well 
suited to give the reader a sound 
knowledge of the accepted principles 
and practices of banking. There is an- 
other book bearing the same title as the 
last-mentioned, by J. T. Holdsworth. 

More elaborate works are Conant’s 


Books 


By 
T. D. MacGREGOR 


Mr. MacGregor, vice-president of Ed- 
win Bird Wilson, Inc., has written “Mac- 
Gregor’s Book of Bank Advertising” 
and “The New Business Department” 


“Principles of Money and Banking” 
and Williss “American Banking”. 
“Readings in Money and Banking” by 
Phillips and “Principles of Money and 
Banking” by Moulton are made up of 
selections from the writings of a num- 
ber of well known banking authorities. 
In “Lombard Street” Walter Bagehot, 
the celebrated British economist, shows 
deep research into finance principles. 


BANKING’S HISTORY 


THE HISTORY of banking is 
interesting. It is well provided 
by a four-volume set entitled 
“History of Banking of all Na- 
tions” by ten different authors. 
“History of Banking in the 
United States” by Knox is very 
valuable. “Banking Progress” 
by J. Laurence Laughlin is a 
splendid outline. “A Century of Bank- 
ing Progress” by W. O. Scroggs covers 
the early history of banking in the Unit- 
ed States, panics, state banking and the 
Federal Reserve System. The human 
and personal side is brought out more in 
“A Century of Banking in New York” 
by W. H. Lanier. Other outstanding 
treatises on this subject are “History of 
Modern Banks of Issue” by Conant and 
“The Origin of the National Banking 
System” by A. M. Davis. 

In 1916 the Savings Bank Division of 
the American Bankers Association pub- 
lished “One Hundred Years of Savings 
Banking” by Edward L. Robinson. It 
includes a valuable bibliography on 


“Learn to be discriminative in your reading: to read faithfully, and 
with your best attention, all kinds of things which you have a real in- 
terest in—a real, not an imaginary—and which you find to be really 


fit for what you are engaged in.” 


—Thomas Carlyle 


in the Evening 


thrift. No shelf of books on banking his- 
tory would be complete without the 
“History of the Bank of England” by 
Andreades, and Paul M. Warburg’s 
two-volume work on “The Federal Re- 
serve System”. Besides Mr. Warburg’s 
stupendous work of about 1,700 pages, 
there are numerous other books on the 
Federal Reserve System, including 
“Federal Reserve System in Operation” 
by E. A. Goldenweiser and “A B C of 
the Federal Reserve System”, an inter- 
esting book written by E. W. Kemmerer. 


Comparatively few bankers 
now read Adam Smith’s 
“The Wealth of Nations” 
or the works of Karl 
Marx, Ricardo, Jevons, 
Mills and others of the clas- 
sical school. They are rather 

Ewes heavy, but there are more 
elementary books like “The Elements 
of Economics” by Ely and Wicker, and 
“The Case for Capitalism” by Hartley 
Withers, which can be read with interest 
and profit. A good modern textbook is 
“Outlines of Economics” by Prof. R. T. 
Ely. Prof. E. R. A. Seligman’s “Prin- 
ciples of Economics” has special refer- 
ence to American conditions, and 
Lionel D. Edie’s “Principles of the New 
Economics” brings together into one 
study the more important developments 
in recent economic thought. A history 
of railroad transportation in the United 
States, “Stop, Look and Listen’, has 
been written by David Hinshaw in col- 
laboration with W. Espey Albig. 

There are many good books on actual 
banking practice. “The Practical Work 
of a Bank” by W. H. Kniffin has passed 
through many editions and covers every 
phase and detail of the operation of a 
modern bank. Other fine works on bank- 
ing detail are “Practical Bank Oper- 
ation” by L. H. Langston, “Banking 
Process” by R. J. Rodkey, “Modern 
Banking Methods” by A. R. Barrett, 
“Materials of Banking” by Magee and 
“Banking Principles and Practice” by 
R. B. Westerfield. “Funds and Their 
Uses” (CONTINUED ON PAGE 64) 
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The Urge to Be “Different” 


in Bank Advertising 


By CARROLL DEAN MURPHY 


O BE different is desirable in gen- 

eral advertising and even in bank 

advertising, but it is not the main 
problem. What financial advertising 
needs first and foremost is to get back 
to the logical story and the logical au- 
dience of banking itself. Too often it 
has megaphoned the crowd while pro- 
fessing to crave a quality business with 
panic-proof people. 

General advertising had its develop- 
ment in carefully constructed notices 
which pulled direct returns and built 
highly successful businesses. Then com- 
peting concerns entering the field put 
their minds to practically the same 
problems, and_ the 
competitive race in 
clever advertising led 
many people to forget 
effective advertising. 
If a competitor had 
found it good to talk 
about this or that, we 
must talk about some- 
thing else. But when I 
tell you that a multi- 
million dollar business 
was built upon four or five advertising 
phrases or headings; that in 25 years 
of the most intensive experimenting by 
dozens of the keenest advertising and 
sales minds in the country trying out 
hundreds of new headings, only these 
five did the job supremely well, and 
that they proved interchangeably ap- 
plicable to the sale of a score of different 
items, you will understand how absurd 
it is that the gambling instinct—the 
“hope of striking oil” from some new 
advertising “angle’—so dominates this 
business of advertisement-making. 

In all this, bank advertising has fol- 
lowed along, like the small brother of 
general advertising. So it is easy to un- 
derstand how the urge to be different 
has prevailed, even in bank advertising 
where mere difference is peculiarly 
minor in importance. Speaking national- 
ly, hundreds of banks, trust companies 
and investment houses have been trying 


ferent? 
not,” 


Mr. 
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What shall bank advertis- 
ing say in 1933-34-35? 
What slant will its mes- 
sage and format take? 
Something still more dif- 
“Let us 
Murphy an- 
swers, and he tells why in 
this article. The author is 
president of a Chicago 
advertising agency 


to accomplish much the same thing. In 
any metropolitan area before the merger 
period, various institutions became al- 
most fanatical in their eagerness to 
achieve distinctive personality before 
the public. Few of them, however, went 
to the heart of the problem. Wearying 
of the monotony of straight-forward ad- 
vertising, they resorted to tricks and 
roundabouts in order to be different. 
Yet all had much the same lines to sell; 
most were local institutions; and it 
would appear that the same basic ad- 
vertising procedure might be as general- 
ly applicable as in department store ad- 
vertising, for example. 

But advertising is a 
very human, and 
therefore imperfect, 
effort. In the bank, it 
is generally controlled 
by a typical group 
made up somewhat as 
follows: (1) a thor- 
oughly sound banking 
type, unimaginative 
and out of touch with 
the public, a_ land- 
lubber so far as advertising voyages are 
concerned, but an admiral in dominat- 
ing situations; (2) the “head of new 
business,” whose specialty is salesman- 
ship and who believes that the outside 
man who gets the order should also get 
more of what is now spent in advertis- 
ing; (3) a thoroughly human cashier or 
other bank officer, who knows people, 
senses advertising and is frequently re- 
sponsible for keeping the advertising 
car from skidding clear off the road; 
(4) an advertising manager whose view- 
point and instincts are sound, but whose 
experience is often limited, and who is 
too rarely permitted to raise his voice 
among his superiors and necessarily is 
looking aloft for his daily bread; and 
(5) to complete the picture of democ- 
racy in advertising, there may be in- 
cluded one or more representatives of 
an advertising organization which too 
often is trying to apply general adver- 


hope 


tising technique blanket-wise to banking, 
with occasional spectacular products but 
indifferent returns, or on the other hand, 
of a specialized financial advertising 
firm without the breadth or inspiration 
that general business contacts give. 

In the quest for a new Eldorado in 
bank advertising, each of these members 
of the committee exercises certain influ- 
ences, and in the general groping, what 
other banks are doing in copy and lay- 
out comes in for inspection. Then some- 
thing is submitted or springs to mind 
that ostensibly is a new departure. It is 
different! And however much it may be 
a derivative of another’s ideas (photo- 
graphic reproduction of art work with- 
out permission is not unknown) or of 
other advertising influences, it is elected 
—mainly on points scored because of 
surface difference. On the other hand, 
in more sportsmanlike institutions the 
advertising originates in a quite differ- 
ent—but frequently no more logical— 
way. The competitors’ advertisements 
that are examined, repel rather than 
attract. A new way of doing the job 
must be found. The campaign finally 
produced is above all something differ- 
ent—dramatically and clearly different, 
let us assume—but too often quite be- 
yond the public’s depth. As Artemus 
Ward had it, they “tried to do too much 
—and done it.” 


SINCERITY AND DIRECTNESS 


OF COURSE, advertising of an institu- 
tional character and having a year- 
round sequence should be consecutively 
distinctive. To be different—to be dra- 
matic—is inherent in the root meaning 
of the word advertising. But there are 
other major specifications to which the 
copy and arrangement must measure up. 
Let bank advertising not be different to 
the extent of being inferior, intricate or 
immature. 

What, then, is a logical method of 
arriving at a distinctive financial adver- 
tising treatment? I submit that the 
surest plan is to quit thinking and wor- 
rying about what competition is doing, 
to stop imitating, and no longer to be 
dominated by the itch to be different at 
all costs. What bank advertising most 
needs is more sheer sincerity and direct- 
ness. 

There is (CONTINUED ON PAGE 60) 
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WIDE WORLD 
EMPIRE: Heihachiro Togo, who 
was six years old in 1853 when 
Captain Perry first arrived in the 
Bay of Yedo; who precipitated the 
war with China in 1894 by sinking 
a Chinese transport; who, as com- 
mander of the fleet, in May, 1905, 
destroyed Russian naval power in 
the Far East 


ARMY: Below, farmers in uni- 
form. Four hundred Japanese 
soldiers praying at the Meiji 
Shrine, Tokyo, just before leaving 
for Manchuria as “settlers” 


WIDE WORLD 


PREPARED: Matsuoka dared the League: 
“We are prepared to be crucified” 


WIDE WORLD 
DETERMINED: “Japan is firmly 
determined to push straight to- 
ward her aims,” says Tokyo. Above 
is Viscount Saito, whose task as 
head of the government has been 
to finance the mainland adventure 

out of a depleted treasury 


NAVY: Left, the 10,000-ton Japa- 

nese cruiser Haguro, a unit of the 

Japanese navy. The Japanese Gov- 

ernment has demanded an in- 

crease in ratio of naval power, 

compared with England and 
America. 
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The Cheek Tax 


14.1 PER CENT INCREASE...in Amounts per Check 
15.2 PER CENT DECREASE...in Number of Checks 


These averages and the findings in this article were re- 

ported to the JOURNAL by Stanley I. Posner of the Brook- 

ings Institution in Washington. They are based upon his 

study of Federal Reserve outside clearings and are lim- 
ited in scope to that source of information 


HE revenue from the check tax is 

running considerably below the es- 

timate made by the Treasury De- 
partment when the bill was under con- 
sideration. A total of $78,000,000 for 
the fiscal year 1932-33 was forecast, 
but actual receipts for the first quarter 
were only slightly more than half the 
estimated income. 

The receipts for the first four months 
were as follows: July, $1,094,287.34; 
August, $3,364,251.06; September, $3,- 
793,136.51 and October, $3,538,415.37. 
Banks are required to pay by the last 
day of each month the tax collected 
during the preceding month. Receipts 
in July, therefore, are from checks paid 
from June 21, when the Act went into 
effect, until July 1. The odd cents in 
the September and October figures re- 
sulted from one of two causes: either 
a penalty assessment for late returns, or 
the balance left in an account which 
does not fully cover the total tax. Banks 
are merely collecting agencies and are 
not themselves responsible for the tax. 


FACTS NOW AVAILABLE 


IT was apparent from the beginning 
that the tax was having some effect on 
the checking habits of the public. This 
was clearly indicated in an article in 
the September issue of the JOURNAL, 
composed entirely of direct quotations 
from letters and personal interviews 
with bankers. With few exceptions, it 
was reported that small accounts were 
being closed out, that the number of 
checks drawn against individual ac- 
counts had decreased some 20 per cent, 
that increased demands for currency 
made necessary larger vault cash hold- 
ings. Many felt, however, that it was too 
early to develop any statistical record 
of the influence of the check tax. Now, 
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after a somewhat longer period, it is 
possible to determine statistically cer- 
tain effects of the tax. 

Bank clearings give no explicit evi- 
dence of a decrease due to the tax. Clear- 
ings in July as reported by 123 cities in 
all parts of the country were about 10 
per cent lower than in June, and clear- 
ings in August recovered 5 per cent of 
the loss. Renewed activity of the Stock 
Exchange in the last days of July and 
throughout August clouds the picture 
and makes it impossible to draw any 
conclusion, however tentative, from the 
clearings alone. 

During the debate which preceded the 
tax bill it was stated by Senator Howell 
of Nebraska that 38 per cent of the 
checks passing through the largest bank 
in Omaha on a given day were for 
amounts less than $10. It is on these 
small checks that the tax weighs most 
heavily, and here the results of the tax 
should be most apparent. Housewives 
and others are paying their bills in cash, 
or wherever possible are using a single 
check to pay several bills. Employers are 
shifting from wage payment by check to 
the old-fashioned pay envelope, or are 
paying twice a month instead of weekly 
in order to save the expense of the tax. 

The result of this shift should be a 
decrease in the number of checks is- 
sued, and an increase in the dollar 
amount of the average check. This can- 
not be demonstrated by recourse to the 
statistics of the local clearings, but it 
can be done within limits for the checks 
cleared through the Federal Reserve 
banks under authority of Section 13 of 
the Federal Reserve Act. Each Federal 
Reserve bank receives at par from its 
member banks and from non-member 
clearing banks in its district, the checks 
drawn on all member and non-member 


clearing banks, and the checks on all 
other non-member banks which are col- 
lectible at par on funds acceptable to the 
collecting Federal Reserve bank. The 
total dollar volume of these transactions 
and the number of “pieces” handled are 
recorded by districts. 

Unfortunately for the purposes here, 
the so-called “package-checks” handled 
by the bank without opening are count- 
ed as one “piece,” although the package 
may contain many separate checks. For 
example, in October, 1932, the St. Louis 
bank handled 101,000 of these package- 
checks containing approximately 2,127,- 
000 checks. A misleading result would 
be obtained if, in order to find the aver- 
age dollar amount per check, the total 
dollar volume of checks cleared in a 
month was divided by the number of 


Changes in Clearings 
(July from June) 


SIZE OF NUMBER 
CHECK OF CHECKS 
(Increase (Decrease 
in %) in %) 


15.3 13.9 
10.2 9.6 

2.8 12.2 
13.0 14.1 

7.5 16.5 
14.8 18.6 
18.1 18.9 
15.9 20.0 
14.7 4.8 
19.0 17.6 
22.7 19.6 
15.6 16.7 


FEDERAL 
RESERVE 
DISTRICT 


Boston 

New York 
Philadelphia 
Cleveland 
Richmond 
Atlanta 
Chicago 

St. Louis 
Minneapolis 
Kansas City 
Dallas 

San Francisco 
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“pieces” handled. However, these pack- 
age-checks arise only in clearings against 
banks in the city where a Federal Re- 
serve bank or branch is located, and 
not in the collections against banks out- 
side the head office or branch office 
cities. If the dollar amount of these out- 
side clearings is divided by the number 
of pieces handled, we have the exact 
dollar amount of the average check 
cleared through the Federal Reserve 
banks for each month. 

This has been done for each of the 
12 Federal Reserve districts (combining 
all branches in each district with the 
head office). The dollar amount of the 
average check cleared through the Fed- 
eral Reserve banks, drawn against banks 


There is no more justice in taxing 
banking transactions than taxing 
the transactions of grocery stores. 
And a more untimely period for 
placing the banker in the light of 
a collecting agency could not have 
been found.—Storm O. Whaley, 
President, Arkansas Bankers Asso- 
ciation, in “The Arkansas Banker” 


outside the head office and branch office 
cities, has been computed for each 
month since January, 1931. The aver- 
age size per check each month since 
January, 1931, is shown graphically in 
the accompanying charts. The results 
are striking. In almost every case the 
average check increased at least 10 per 
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cent in dollar amount, and in the Dallas 
district the increase was 23 per cent. 
At the same time, the number of checks 
cleared decreased in almost the same 
proportion—more than 10 per cent in 
almost every case, and a 20 per cent 
decrease in the case of the St. Louis 
district. The number of checks cleared 
was adjusted for the number of business 
days in each month. For the 12 districts 
the average increase in amount was 14.1 
per cent; the average decrease in number 
was .15.2 per cent. 

It may be contended that items 
cleared through the Federal Reserve 
banks represent payments for which 
cash cannot be substituted conveniently, 
and that the (CONTINUED ON PAGE 48) 
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These charts show for each district the outside clearings of the Federal Reserve System from January, 1931, to October, 1932. 
The solid lines show the exact dollar amounts of the average checks cleared each month (total dollar amounts divided by 
the numbers of pieces handled). The broken lines show the numbers of checks cleared per business day for each month. The 
shaded portion in 1932 starts when the check tax became effective. Note that different scales are used in several cases 
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OTTON speculators at the begin- 
C ning of the season ran prices up 
from 6 to 91% cents a pound. They 
were enthusiastic about the Govern- 
ment’s prediction of a cotton crop 5,700,- 
000 bales less than the 1931 yield and 
encouraged by much bullish news from 
Washington. Subsequent developments 
proved the movement to be premature. 
The weather of August was very un- 
favorable to the crop but favorable to 
the weevil, which was generally preva- 
lent. This created widespread belief that 
the next official estimate would indi- 
cate a crop 500,000 bales smaller than 
the 11,306,000 bales predicted as of 
August 1. 

Such a combination of events brought 
spinners into the market as heavy buy- 
ers to provide for future needs. Whole- 
sale and retail dealers in dry goods were 
frightened into purchasing cotton goods 
in quantities which exceeded the boom 
days of 1929. For a time it looked as if 
a miracle had occurred and that prices 
were on their way to normal levels. Even 
the opinion was widely held that the 
depression was over insofar as the cot- 
ton trade was concerned. 

The fact that the crop predicted was 
one-third less than the previous one fur- 
nished good foundation for a speculative 
movement and for a large upturn in 
prices, judged by all past records of the 
market under similar conditions. Dur- 
ing former periods of depression the 
price has advanced on an average of 
108 per cent when the crop has shrunk 
331% per cent. This fact, together with 
the expectation of a further reduction 
in the official estimate, furnished the 
incentive for the speculative movement. 

Both speculators and spinners, how- 
ever, overlooked the huge surplus of 
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Cotton 


A First-of-the-Year View of 


The Surplus, Consumption, Prices 


By 
I. V. SHANNON 


Mr. Shannon lives in New Orleans and is 

a member of the firm of Fenner, Beane 

& Ungerleider. In the JOURNAL of No- 

vember, 1931, he wrote “What’s Ahead 
for Cotton?” 


13,323,000 bales brought over from the 
previous crop and the normal effect 
which the combined crop and carry-over 
eventually would have on the market. 
The crop plus the carry-over indicated 
a supply of 24,750,000 bales, which was 
far more than the needs of the world, 
based on the consumption record of the 
previous season. During that season, as 
a result of the bumper yield of 1931, 
there was a supply of 25,796,000 bales. 
Consumption was only 12,411,000 bales, 
or less than half the supply, and prices 
received for that crop were among the 
lowest in the history of the trade. 
Middling cotton sold as low as 4.95 
cents a pound in New Orleans during 
June, while farmers, according to the 
Department of Agriculture, received an 
average of only 5.7 cents a pound for the 
1931 crop which cost them 10 cents a 
pound to raise. Such low prices occur 
only at intervals of 35 to 50 years and 
always during periods of depression. 


THE future of cotton prices is 
probably more closely linked 
with the course of the British 
pound sterling and restoration 
of Europe’s buying power than 
with any other factors. Settle- 
ment of the European war debt 
controversy on a basis enabling 
European spinners to buy our 
cheap cotton would go a long 
way toward overcoming the 
problem of our surplus. —The 
Author 


This is the lowest price recorded since 
1898 when middling sold in New Or- 
leans at 434 cents a pound. The pre- 
vious low, and the low for all time, was 
made in 1844 when middling sold at 
434 cents a pound in New Orleans. 

Instead of reducing its estimate in 
September, the Government added 4,000 
bales to its previous forecast, indicating 
a probable crop of 11,310,000 bales. 
This increase, small though it was, 
changed trading sentiment and started 
a liquidating movement which has kept 
prices on the downgrade generally ever 
since. Progressive crop estimate in- 
creases to 12,727,000 bales of 500 
pounds (or 14,427,000 running bales) ; 
hedging operations; declines in other 
markets; the severe break in sterling; 
and the European war debt develop- 
ments all contributed materially to the 
decline. Prices as this is written are 
around 5)% cents a pound and are under 
the level which prevailed before the up- 
ward movement started in August. 

Few people not directly connected 
with the market have any conception 
of the effect which a material variance 
between the popular expectation and the 
official estimate can have on prices. In 
the case of the September estimate, 
futures had been heavily bought in ex- 
pectation of a reduction of several hun- 
dred thousand bales in the forecast. 
When, therefore, the Government added 
to its forecast, the foundation on which 
these buyers had built their hopes of 
profit collapsed, and an extended liqui- 
dating movement followed. Lower prices 
were inevitable. Developments outlined 
above tended to prolong the liquidation. 

Ninety per cent of all monthly and 
seasonal changes in the price of cotton 
are attributed, according to the Bureau 
of Economics of the Department of 
Agriculture, to actual or probable 
variations in supply. I have frequently 
seen one rain in Texas, a state which 
produces about one-third of our crop, 
or one of (CONTINUED ON PAGE 56) 
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Trucks of walnuts ready for shipment 


nut producing districts of Cali- 

fornia are 43 affiliated packing 
plants, also cooperatives, where un- 
shelled walnuts are received from grow- 
er members, graded, cleansed and 
packed. These country plants are models 
of efficiency; their equipment, built in 
units, is all uniform; and the bulk of 
our business, 85 per cent to 90 per cent, 
is confined to the packing, selling and 
shipping of these unshelled walnuts. 

A cooperative association can suc- 
ceed only if it strictly adheres to the 
principle that its function is to give the 
consumer a better article for less money 
and still return to the farmer a living 
price for his product. 

A successful cooperative must always 


produc throughout the wal- 
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One Way Back to 
Agricultural Health 


be able to determine the relationship 
between supply and demand for its 
products. The common weakness of co- 
operative managements is determining 
their price structure by starting from the 
wrong end. That is, they go out with a 
price figured on cost of production plus 
a reasonable profit. True, that is the end 
to strive for, but the cost of production 
does not enter into the price determina- 
tion picture at all. Nothing else but the 
law of supply and demand can govern 
that. In other words, a cooperative’s 
tonnage must be sold at a price the 
consuming public can and will pay. The 
supply is known, or can 
be closely estimated; the 
demand is the variable 
factor. But demand can 
be influenced substan- 
tially by judicious adver- 
tising, by sound sales 
policies and by aggres- 
sive sales work. 

It is possible for a co- 
operative when control- 
ling more than 75 per 
cent of a given product 
economically to increase 
the demand substantial- 
ly. Where an agricultural 
industry is not so co- 
operatively organized, 
there is no feasible way 
of increasing demand to 
absorb an increase in pro- 


Well-loaded walnut trees. 
A high grade, fully de- 
veloped tree yields an av- 
erage of 70 pounds, or 
about 2450 walnuts 


By C. C. THORPE 


Mr. Thorpe is the general manager of 
the California Cooperative Walnut 
Growers Association 


duction except through a drastic reduc- 
tion of prices, often to levels which hurt 
the industry, as is the case today with 
such items as wheat, corn, cotton, 
tobacco, beans and live stock. 

Eighty-seven per cent of the walnut 
growers in California are members of 
this association and deliver all of their 
product to it. Thus the cost of advertis- 
ing and sales promotional work is dis- 
tributed over almost the entire indus- 
try—over a large dollar volume. While 
this cost of increasing consumption or 
demand is a big item—one which will 
run to over half a million dollars this 
year—when it is divided among our 
7,000 growers, it becomes a small, in- 
dividual charge. 

Farmers will not join and continue 
to remain members of a voluntary co- 
operative association unless they believe 
they are receiving higher crop returns 
than they can obtain by selling to in- 
dependent packers. And our growers 
may withdraw without penalty at the 
end of any year. 

Our net payments to growers have 
averaged, over the past five years, 1.6 
cents per pound more than the average 
price received by independent growers, 
or a premium of 714 per cent. But this 
is not the big factor. The advantage of 
cooperation spreads largely over the en- 
tire industry. In other words, the whole 
price structure is several cents per 
pound higher than if there were not one 
strong, domi- (CONTINUED ON PAGE 62) 
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Trans-Atlantic Movements 


VERY European monetary and 

banking change of significance 

since 1923 is reflected in the 
rise and fall in volume of shipments of 
American paper currency to and from 
European countries. 

To the German or Pole who remem- 
bers the chaos of post-war hyperinfla- 
tion, the American dollar seems the only 
unmovable guidepost in an unbalanced 
world. The Polish peasant, for example, 
is well acquainted with American paper 
money and is very fond of it. The de- 
gree of confidence it inspires may be 
gauged from his judgment that it is 
“better than gold.” And any fear for the 
future of a European currency leads 
immediately to the conversion of the 
suspected currency and bank balances 
into American money—gold certificates, 
silver certificates, Federal Reserve notes 
—any kind so long as it is American. 

All European banks have American 
paper currency on hand in varying 
amounts, either for tourist expenditures 
in process of shipment to the United 
States, or held permanently in the 
vaults of central banks as legal reserve 
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of U. S. Currency 


The Ebb and Flow 
Reflect Developments 
Here and Abroad 
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against note issues. Several of these cen- 
tral banks will be mentioned later. Since 
they realize a reasonable commission on 
the transaction, they find it profitable 
to have American balances shipped to 
them in currency whenever there is a 
demand for it. The result is a flow of 
paper money to the locus of uneasiness, 
and a return shipment when confidence 
is again sufficiently regained. 
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By 
STANLEY I. POSNER 


In the accompanying chart are shown 
the recorded amounts of American paper 
currency shipped to and from Europe 
through the banks since June, 1923. 
Each month questionnaires are sent by 
the Federal Reserve Bank of New York 
to certain large New York City banks 
and the totals are compiled from the 
answers. However, the story is more 
easily interpreted when 
shown quarterly 
totals, and these have 
been so entered on the 
chart. Receipts ordi- 
narily are considerably 
in excess of shipments 
because large amounts 
are carried to Europe 
by tourists and do not 
appear on the bank rec- 
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The international importance of the American dollar. When disturbing events take place in their own countries, Europeans 
hoard American currency, but when the dollar is attacked, they ship our money back and hoard their own. The recent 
flurry against the dollar has subsided, however, as indicated on the chart 
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“The significance of these broad movements to and from Europe 
is much greater than has generally been realized. The fluctuations 
should serve as a barometer of the confidence of Europeans in their 


own currencies,” 


says Mr. Posner of the Brookings Institution in 


Washington, who traces here the history of shipments and receipts 
since 1923 as related to financial happenings in other countries 


ords as they go out. But when the hotel 
porter, or antique dealer, or sightseeing 
guide, turns his American money into 
the bank for francs, and lire, and krona 
which he can spend, the accumulated 
totals are sent to America for credit and 
appear in the official records. 


THE UNRECORDED MOVEMENTS 


ANOTHER factor in the discrepancy is 
the substantial amount of paper cur- 
rency which is sent abroad by immi- 
grants to their relatives. A $5 or $10 
bill is enclosed in a letter and sent 
through the ordinary mails. There are 
two chief reasons for this practice, 
which have tended to maintain it de- 
spite determined efforts by postal au- 
thorities, American and foreign, to dis- 
courage it: (1) the charge for a postal 
money order, though reasonable, is ap- 
preciable especially for the relatively 
small sums which are sent in this way; 
and (2) postal money orders are pay- 
able to the addressee in domestic cur- 
rencies only. Where the remittance is 
for accumulation against the return of 
the immigrant to his old home rather 
than for relief of dependents, it is gen- 
erally preferred to save in American 
currency. Evidence indicates that this 
is more true of the Polish immigrant 
than any other racial group. 

In ordinary times tourist expendi- 
tures and currency remittances to de- 
pendents flow fairly quickly to the for- 
eign banks and then to New York. In 
times of financial uneasiness abroad, 
flight from the domestic currency is in- 
dicated not only by shipments from this 
country but also in the reduced amounts 
of paper money returned to the United 
States. The individuals who get the 
money do not hurry to the banks for 
francs and lire, but hoard the American 
currency carefully against uncertainties 
of the morrow, and for possible appreci- 
ation in terms of local money. Any esti- 
mates of the intensity of a disturbance 
must take both factors, shipments and 
reduced receipts, into consideration. 

Despite these large unrecorded move- 
ments to Europe by tourists and by 


immigrant remittances, important de- 
velopments are indicated quickly and 
monetary readjustments in post-war 
Europe can be identified definitely on 
the chart. Only total movements are 
shown, and it may seem possible that 
favorable developments in one country 
would offset stringencies in another. 
Actually, however, this is not true. The 
complexity of our modern world econ- 
omy does not isolate financial disturb- 
ances—it spreads and exaggerates them. 
As a result, the currency movements are 
surprisingly sensitive, and developments 
are quickly indicated in the records. 


The seasonal percentage distribution of 

passports issued for American tourists 

to go abroad. Tourist travel is one factor 
in taking currency to Europe 


In the last half of 1923 and the first 
quarter of 1924 we see the end of a 
movement which began at the close of 
the War. Beginning in 1918 and 1919 
a great demand for American paper 
currency arose in those countries whose 
conditions were most disturbed and 
where the local money depreciated so 
rapidly that it was almost impossible 
to transact business without fear of 
loss. There was no way in which sav- 
ings could be kept without loss, even 
for a few days. Workingmen hurried 
to spend their wages as soon as they 
were received, or they found their pur- 
chasing power seriously curtailed by 
the rising prices. Employers kept funds 
in dollars or dollar drafts, and convert- 


~ 


NET RECEIPTS (IN MILLIONS OF DOLLARS) 
> 


\KW\/W 


EXCHANGE RATE (PER CENT OF PAR) 


WS 


\ 


WWW 


nN 


MSS 


SS 


WG 


APR. MAY. JUN. JUL. AUG. SEP. OCT. NOV. DEC. 


When the tide turned in Germany in 
1924 toward stabilization. From a net 
shipment, in March, 1924, of $200,000 
of our currency to that country, the re- 
turns increased rapidly from April to 
December, with a rise in exchange rates 


ed them into local currencies on pay 
day. From this experience the lesson 
was rapidly learned that dollars were 
stable, and were worth more and more 
in domestic money under existing con- 
ditions. The demand for American 
currency became intense and was sup- 
plied by bank shipments, by tourist 
agencies, and by remittances from rela- 
tives in the United States. Estimates 
of the amount of money sent over dur- 
ing this period vary from $200,000,000 
to $500,000,000. The actual amount was 
perhaps nearer $300,000,000 than 
$500,000,000. 

By the end of the first quarter of 
1924, as a result of increasing currency 
stability and increasing confidence in 
domestic monies, receipts from Europe 
exceeded shipments. In Germany the 
Rentenbank had been organized late 
in 1923. By April, 1924, the tide began 
to turn in (CONTINUED ON PAGE 61) 
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SWITZERLAND 
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IMMIGRANT 
REMIT TANCES 
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Immigrant remittances. It is reasonable 
to assume, as Mr. Posner says, that ac- 
tual currency is mailed with seasonal 
variations similar to those of postal 
money orders issued, as shown here 
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Boston 


tucked away in the northeast cor- 

ner of the country, is situated 
commercially far more advantageously 
than most of us appreciate. While it 
is some 250 miles to the northeast of 
New York, it is nevertheless further 
south than, for example, Venice, famed 
as a winter resort. As a consequence, it 
is 200 miles nearer, not only London 
and Hamburg but also to the Mediter- 
ranean, than is New York. 

Because the shoulder of South Ameri- 
ca juts out into the Atlantic, Boston is 
a few miles nearer Rio Janeiro than is 
New York, gaining more over New York 
in latitude than it loses in longitude. 

Because all South America swings to 
the east, the Panama Canal has given 
Boston an almost straight route to the 
western coast of South America, and 
Boston is actually more than 300 miles 
nearer Valparaiso, Chile, than is San 
Francisco, which is on the same coast 
as the Chilean seaport. 

These rather curious geographical 


| Bee which may appear to be 


A City Whose 250-Year Banking 
History Reflects the Nation’s 
Eras of Industrial Development 


The two sides of a pine-tree shilling, 
coined in 1652 when Boston established 
a mint. The coins were minted until 


1672 


By HERBERT MANCHESTER 


facts give Boston important advantages 
for commerce, to accommodate which 
Boston harbor, containing 30,000 acres 
and 140 miles of water front, has been 
improved to handle the world’s greatest 
shipping. The Commonwealth Pier is 
1,200 feet long and 400 feet wide, and 
has been called the finest on the conti- 
nent. The United States Dry Dock is the 
largest in the western hemisphere. 

In imports Boston ranks second only 
to New York, bringing in 3,000,000 
tons of a value of almost $300,000,000. 
It is also second only to New York in 
overseas passengers. 

Although municipal Boston ranks 
ninth in population, metropolitan Bos- 
ton as recognized by the government is 


rated fourth by the census. In keeping 
with this, Boston ranks fourth in clear- 
inghouse receipts and fourth in postal 
receipts. 

Similarly, while the manufactures of 
Boston itself amount to $600,000,000, 
Cambridge adds $175,000,000 more, and 
those of the whole metropolitan district 
total $1,300,000,000. 

Boston established cotton manufac- 
ture in the United States, and to-day 
imports more cotton than any other 
American city and is the headquarters 
for the country’s cotton manufacture. 
It developed woolen manufacture in 
America, is to-day the greatest woolen 
market in the United States and the 
center of woolen manufacture. It origi- 
nated the machine-making of boots and 
shoes, and now is the world’s greatest 
center for leather and footwear. 

From the beginning of colonial times, 
New England led in fisheries, and Bos- 
ton is still the headquarters of the fish- 
ing industry. 

In finance, Boston was likewise a 
pioneer. As early as 1652, in Cromwell’s 
time, Massachusetts, taking the royal 
prerogative into its own hands, estab- 
lished a mint and coined “pine-tree shil- 
lings.” Charles II let the coining con- 
tinue for a time when told that the tree 
represented the royal oak, but in 1672 
the royal commissioners ordered the 
mint closed. 

In 1681 a so-called “fund of land” 
began to issue bills secured by land, 
and in 1690 the colony issued paper 
notes to pay the soldiers, home from 


A 90-year-old map of Boston, showing 

the city as it appeared after the 1830 

power loom and railroad era had brought 
many new banks into being 
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an expedition against the French. Sev- 
eral other land banks were permitted, 
their object being to issue bills on the 
security of land. 

The first true bank in the state, and 
the second chartered in the country, 
was the Bank of Massachusetts, which is 
now represented in the First National 
Bank of Boston. 

The Bank of Massachusetts was char- 
tered February 7, 1784, though it did 
not open for business until July 5th. 
The first president was James Bowdoin, 
founder of Bowdoin College, and the 
prospectus announced that the design 
of the bank was to be “a public utility 
and more particularly beneficial to the 
trading part of the community.” 

One function of the bank was to deal 
in exchange, which covered old conti- 
nental and new emission state money, 
loan-office certificates, and consolidated 
and specie notes, to say nothing of En- 
glish, Spanish, French and Portuguese 
coins. 

The bank charged % per cent a 
month for discounting, and the limit 
was 60 days on merchandise, or 30 days 
on personal notes. There were no re- 
newals, and if a borrower was delin- 
quent his name was posted. Depositors 
paid ten pence for every $100 of de- 
posits, which could be withdrawn at any 
time. 

At that date Massachusetts ranked 
fourth in population, just behind North 
Carolina and just ahead of New York. 

The fisheries, flour milling and com- 
merce were the chief interests. The bank 
was established just in time to help 
promote cotton manufacture. Eli Whit- 
ney’s cotton gin, which was invented in 
1794, multiplied the supply of cotton, 
and the same year Samuel Slater set up 
the first power spinning mill for cotton 


in America at the falls at Pawtucket. 
Various factories were set up during the 
Napoleonic Wars and were aided by 
the banks. Power spinning for wool be- 
gan about 1800, and power weaving for 
cotton about 1814. 

After the War of 1812, when peace 
brought an influx of foreign goods, a 
depression followed. One outgrowth of 
this was the founding in 1816 of the 
Provident Institution for Savings, which 
was the first savings bank in the coun- 
try to receive a charter from a state. 
Boston now has some twenty-five sav- 
ings banks, and Massachusetts more 
than any other state. 

In 1824, when wild-cat money was 
circulating all over the country and cer- 
tain banks, formed especially to issue 
paper money, sent their bills far enough 
away that they would be a long time 
returning, the Boston banks originated 
the first really successful system of forc- 
ing prompt redemption. Through the 
Suffolk Bank, which had been estab- 
lished in 1818, the notes of outside 
banks were gathered in and returned 
to the banks of issue. But if the outside 
bank kept a small balance at the Suffolk 
Bank, its notes would be redeemed there. 
By this method, which was called the 
Suffolk System, the value of currency 
around Boston was kept at a high level. 
The idea was later applied to checks 
and adopted as a basis of the clearing- 
house. 

The Suffolk Bank continued in oper- 
ation until 1903, when it was absorbed 
by the Second National Bank. 

The Thirties marked another era, 
characterized by the power weaving of 
woolens, the building of canals, the con- 
struction of local railroads, the opening 
of trade with India and the supremacy 


of American (CONTINUED ON PAGE 59) 


KEYSTONE — UNDERWOOD 


Above, the old State House at the head 
of State St., the center of the city’s finan- 
cial neighborhood. Below, a part of Bos- 
ton’s 40 miles of ship-berthing space. 
An old four-masted vessel at the right 
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KEYSTONE——-UNDERWOOD 

Prime Minister MacDonald and Premier 

Herriot agreed that the December 15 

war debt payment should be made— 

with reservations. Britain paid. The Her- 
riot cabinet was overthrown 
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KEYSTONE——UNDERWOOD 

The American Federation of Labor de- 

clared for unemployment insurance and 

the 30-hour week. William Green, pres- 

ident, demanded the latter be secured 
“through force, if necessary” 


KEYSTONE—-UNDER WOOD 


One of the seven gates of Teheran, capital of Persia, whose government annulled 

, the Anglo-Persian Oil Company’s petroleum concession. Great Britain announced 

that it would “take all legitimate measures” to protect its navy’s important source 
of fuel and referred the dispute to the Hague Court 


KEYSTONE—UNDER WOOD 


The 70-story R.C.A. building, center 
of New York’s “Radio City”, whose 


WIDE WORLD 


construction coincided with the Hunger marchers invaded Washington early in December in a demonstration re- 
period of the depression markable for the absence of violence 
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EDITORIALS 


Not by Politics Alone 


SINCE November 8th it would seem that business 
has been more disposed than ever to wait for the 
Federal Government to lead the way back to normal 
production, full-time employment, ample credit, re- 
newed buying and agricultural peace. This state of 
mind first appeared in the East and Middle West 
during the fall of 1929 and forced President Hoover 
into the unusual step of calling a conference of the 
country’s business leaders. 

During 1930 and 1931 the Federal Government was 
obliged to take full command of the battle against de- 
flation, while business looked on with skepticism and 
very little patience. Finally it remained for the ora- 
tory of the Presidential campaign to establish firmly 
in the public mind a belief that someday someone 
would announce a formula for ending the depression, 
and that the story would carry a Washington date- 
line. 

Some have felt right along that this epochal event 
would take place at any time while others were inclin- 
ed not to expect much before March 4 when a new 
group of men would take over the chairs, desks and 
titles of Government. 

A year and a half ago at the International Chamber 
of Commerce meeting in Washington Melvin A. Tray- 
lor said: 

“Relief from world distress, the cure for econom- 
ic ills, does not lie in the domain of political action. 
Wherever legislative programs have been under- 
taken for the cure of economic ills, state socialism 
with failure immeasurably worse has been the re- 
sult. Governments cannot effectively or efficiently 
suspend the operation of economic laws, as witness 
failure after failure in the field of price regulation, 
and the almost complete breakdown of economic 
conditions in Australia and New Zealand where 
government ownership and operation have had 
their most universal application. We must not 
travel that path. Government cooperation is im- 
perative; but leadership must come from business.” 


TOGETHER 


THE most effective form that business leadership 
can take is active cooperation with the Government 
in the promulgation of sound measures regardless 
of whether the sponsorship is Republican or Demo- 
cratic. 

The converse of this is that no action the Govern- 
ment can take for the improvement of industry and 
trade would have the results we hope for unless it re- 
ceived the wholehearted support of bankers and bus- 
iness leaders. Legislative action of any kind what- 


ever, which does not have the confidence of the bus- 
iness community, is either a source of danger or a 
waste of time. 


Groping 


THE chief factor adversely affecting commercial 
and industrial activity today is a lack of information 
as to the probable trend of legislation and executive 
action in Washington after March 4. There has been 
some effort to clear away the fog but the outlook re- 
mains obscure. If we knew even approximately the 
mind of the next administration on the great nation- 
al problems to be solved in 1933, it would be possible 
to make plans for the future, and this would be true 
regardless of whether the policies thus disclosed were 
acceptable or not. Uncertainty is always an enemy 
of confidence and during this particular period it is 
a calamity. 


About Congress 


CONGRESS is being subjected once more to severe 
criticism and Congressmen are meeting this criticism 
with their customary fortitude. If Congress acts it is 
condemned for doing the wrong thing, and if Congress 
does nothing it is denounced for inaction. Some criti- 
cism is justified and a great deal is unreasonable. 

In defense of Congress the argument frequently 
has been advanced that the nation takes the process 
of lawmaking too seriously. It is implied, by those who 
know, that Congressmen are obliged to talk fast 
for political purposes. But, we are assured, they finish 
by voting intelligently. It appears that this has been 
going on for a long time and that business men should 
enter more into the spirit of it. 

True enough, when we add up the work of Con- 
gress during the depression it is possible to strike a 
balance on the side of sound legislation. But does this 
mend the harm that comes from the constant threat 
of reckless economic experiments? 

It is possible to make out a good case proving that 
the political maneuvers of Congress last spring in- 
jured America deeply. The bark of Congress can be 
far worse than its bite. 


Science 


WHENEVER an economist or political theorist 
attempts to prove that a mechanical plan can restore 
prosperify in so many months and so many days, he 
is reckoning without human nature. Recovery, when 
it comes, will contain more psychology than mathe- 
matics. 
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KEYSTONE UNDERWOOD 


The Government Assay Office, in the circle, located at South 
Street and Old Slip in Lower Manhattan 


$900,000,000 a Year 


Production at New 


U.S. Assay 


By 
J. P. HICKMAN, JR. 


HE Federal Government is en- 

gaged in a number of business 

and industrial activities, but none 
is of greater importance to the coun- 
try than the physical handling of gold 
and the proper maintenance of the cur- 
rency standard. A large part of this 
work is done by the United States Assay 
Office in New York under the man- 
agement of Niles R. Becker. 

Fifty years ago the annual produc- 
tion of the Office averaged about $15,- 
000,000. Year by year this has increased 
until now the annual total is valued at 
more than $500,000,000. Even the 
building erected in 1918 next to the Sub 
Treasury on Wall Street, then thought 
to be ample for all future needs, be- 
came wholly inadequate. So, in 1930, 
the cornerstone of a new building was 
laid, and in September of this year 
Uncle Sam began baking his “golden 
loaves” at the corner of South Street 
and Old Slip, overlooking the East 
River to Governor’s Island and a garri- 
son of Federal troops. 

A degree of precision and accuracy 
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KEYSTONE — UNDERWOOD 
Pouring gold into molds 


usually unthought of in other industries 
is essential in handling and refining 
gold. Therefore it was necessary to equip 
the new “gold factory” with every de- 
vice and appliance known to modern 
science for this purpose. Scales which 
will weigh a pencil mark on a piece of 
paper, electric furnaces of the latest 
design, specially constructed crucibles, 
the most recently developed methods 
for electrolytic refining go to make the 
new Assay Office a model of efficiency. 

Although in a year’s time tons of the 
precious metals are melted and refined 
here, not a grain is lost that human 
ingenuity can recover. Fumes from the 


Interesting Facts 
about the Physical 
Handling of Gold 
in New York City 


furnaces, discarded crucibles, floor 
sweepings, workmen’s clothes and even 
the water in which they wash, all are 
carefully conserved and examined. 
Nothing escapes the closest scrutiny. 
The new equipment also provides ad- 
vanced methods for recovery of the 
so-called by-products. Small quantities 
of such metals as platinum and palla- 
dium are often found in the gold and 
silver delivered to the Assay Office, and 
their recovery, though it requires a 
tedious and complicated process, pays 
handsomely for the trouble involved. 

With one exception, none of the gold 
brought to the Assay Office—from the 
watch chains and gold teeth gathered 
by “junk dealers” to the beautifully 
cast British bars—is accepted at its face 
value; all must go through the various 
processes of assaying, melting and re- 
fining. Only the bars stamped with the 
American eagle are put directly into 
the vault, and even these are examined 
for tampering and abrasions. 

The new vault is up-to-the-minute in 
every respect, with time locks, two-man 
combination, microphone alarms and 
the rest. It is unique, however, in that 
it is not set upon bed rock but is sus- 
pended from the foundations of the 
building. Should some enterprising bur- 
giar, laboring under misguided opti- 
mism, tunnel his way from the river’s 
bank or a nearby building, he would find 
himself merely in the open cellar of 
the Assay building. Then his efforts to 
crack Uncle Sam’s new strong-box 
would be in full view of the guards 
through a system of mirrors. 

Gold may be taken from the Assay 
Office on requisition by the Mint for 
coinage. The Federal Reserve Bank has 
anopen book account, against which with- 
drawals are charged and deposits cred- 
ited. But for all others—banks here, 
banks abroad, foreign governments, or 
individuals with a handful of jewelry 
—the business of the Office is strictly 
on a cash and carry basis. There is only 
one quality—‘fine”—and the price, not 
subject to change, is $20.67 per ounce. 
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Map Showing New Territorial Classifications 


For Robbery Insurance, Now in Effect 


TERR I TORY 


STATES COMPRISING EACH TERRITORY 


Territory 1, beginning November 14, includes these states: 
Connecticut, Delaware, Dist. of Columbia, Hawaii, Maine, 
Maryland, Massachusetts, New Hampshire, New York, Penn- 
sylvania, Rhode Island, Vermont, Virginia and West Virginia. 


Territory 2, beginning November 14, includes these states: 
Alaska, Florida, Georgia, Kentucky, Michigan, Nevada, New 
Jersey, North Carolina, Oregon, South Carolina, Texas, Utah, 
Washington and Wyoming. 


Territory 3, beginning November 14, includes these states: 
Alabama, Arizona, California, Idaho, Louisiana, Mississippi, 
Montana, New Mexico and Tennessee. 


Territory 4, beginning November 14, includes these states: 
Arkansas, Colorado, Illinois, Indiana, Iowa, Kansas, Minne- 
sota, Missouri, Nebraska, North Dakota, Ohio, Oklahoma, 
South Dakota and Wisconsin. 


These new classifications embody the following changes 
from the classifications existing prior to November 14: 
Florida, Georgia, Kentucky, New Jersey, North Carolina and 
South Carolina were transferred from Territory 1 to Terri- 
tory 2; all of the 9 states grouped above in Territory 3 were 
in Territory 2; 11 of the 14 states that now comprise Terri- 
tory 4 were in Territory 3 which was created as of January 
11, 1932. Colorado, North Dakota and South Dakota were 
transferred on November 14 from Territory 2 to Territory 4. 
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THE ROBBERY INSURANCE RATES FOR EACH 
TERRITORY EFFECTIVE NOVEMBER 14 


Territory 1 Rate 


Each $1,000 of first $10,000 (for money or securities or both, 
not subject to any discount). . . . 
Each $1,000 over $10,000 . 


Territory 2 


Rate for each $1,000 of first 
$10,000 (for money or se- Rate for 
curities or both, not subject each $1,000 


Population to any discount ) over $10,000 


In Towns of 1 to 9,999 $10. 
“10,000 to 24,999.... 
“25,000 and over.... 


Territory 3 


Rate for each $1,000 of first 
$19,000 (for money or se- 
curities or both, not subject each $1,000 
to any discount) over $10,000 


$7.50 
6.00 
4.50 


In Towns of 1 to 9,999 
“10,000 to 24,999.... 
“25,000 and over.... 


Territory 4 


Rate for each $1,000 of first 

$10,000 (for money or se- Rate for 

curities or both, not subject each $1,000 

to any discount ) over $10,000 
$10.00 

8.00 

6.00 


In Towns of 1 to 9,999 
“ 10,000 to 24,999.... 
“ 25,000 and over.... 


“ “ 
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school funds, port development enter- 
prises, unemployment relief, state char- 
itable enterprises and into general funds. 
It is not without irony that in the Sep- 
tember election the people of Maine, 
who commenced automobile taxation 
about 20 years ago, inaugurated a coun- 
ter-movement by voting overwhelmingly 
against a proposal to raise the state tax 
on gasoline in that state to 5 cents 
from 4. 


A STATISTICAL PROTEST 


IN a protest presented to the Senate 
Committee on Finance by the American 
Automobile Association last May in op- 
position to the taxes later imposed by 
Congress statistics were given which 
may be taken as a basis for calculating 
the present effect of taxation upon the 
automobile industry. This protest esti- 
mated the market value of 25,814,103 
registered motor vehicles in the United 
States last year at $5,105,257,524 or an 
average value of $197.77. On this valu- 
ation the owners paid as taxes $344,- 
337,654 as registration fees, $536,578,- 
086 as gasoline taxes and $144,864,136 
as personal property taxes. This makes 
a total of $1,025,779,876 paid as taxes, 
an average of $39.74 on each registered 
vehicle and 20.1 per cent of the average 
valuation each year or 140.7 per cent 
of the average value of the car in the 
seven years of its existence. These fig- 
ures do not include drivers’ license fees 
which in some states are high enough to 
form an additional tax close to the total 
of the registration fees. 


ADDITIONAL FEDERAL TAXES 


FEDERAL taxation at the present time, 
in addition to state and local imposts, 
adds substantially one-fourth to the fig- 
ures given above. The estimates of rev- 
enue from the new law included $32,- 
000,000 taxes on automobile sales, $3,- 
000,000 on sales of trucks, $7,000,000 on 
parts and accessories, $33,000,000 on 
tires and tubes, $150,000,000 on gaso- 
line and $33,000,000 on lubricating oil. 
All gasoline and lubricating oil, of 
course, are not used in automobiles, but 
there is an estimated revenue of about 
$3,000,000 on imported gasoline and 
$8,000,000 on pipe-line transport not 
included in the above figures. Perhaps 
$240,000,000 may be taken as a fair 
estimate of the automobile’s share of 
the whole, assuming that business will 
be maintained at the estimated level. 
Add this sum to the taxes collected last 
year and we have a total of $1,265,779,- 
876 taxes on motor vehicles and traffic. 
This amounts to 24.8 per cent of the 
estimated total value of the cars regis- 
tered last year, bringing the average tax 
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The Car Owner’s Tax Burden 


(CONTINUED FROM PAGE 16) 


on each vehicle up to $48.71 each year. 
Probably the estimate of the value of 
cars this year will fall considerably, but 
at present rates the number of cars reg- 
istered will fall in greater proportion 
and the average incidence of taxes will 
be greater. 

The indictment of taxes on motor 
vehicles and their operation might be 
lengthened indefinitely. Eighteen forms 
of taxes are now levied upon them rang- 
ing from city license fees to Federal 
taxation on both vehicles and supplies. 
This year they will amount to three 
times the amount of ten years ago. The 
average taxes on gasoline are 30 per cent 
of its average price. Taxes paid on motor 
vehicles and their operation this year, 
as now estimated, will amount to almost 
exactly 125 per cent of the $1,028,000,- 
000 paid in wages by the automobile 
manufacturing companies at the height 
of their business in 1929. 


AN EXAMPLE OF ACCUMULATION 


ONE city in a southern state is of- 
fered by automobile authorities as an 
example of the cumulative result of 
current levies. On an automobile with 
a presumed average value of $176.18 the 
registration fee (car under 25 taxable 
horse-power ) last year was $11.25; per- 
sonal property tax, $7.80; state gasoline 
tax (623 gallons, average for this state 
at 5 cents per gallon) $31.15; city gaso- 
line tax of 1 cent, $6.23; the county 
gasoline tax at 11% cents, $9.35; total, 
$65.78. Under the new federal tax 
$6.23 would be added as gasoline tax 
and perhaps 50 cents as the tax on 
lubricating oil. 

Naturally, under such taxes the law 
of diminishing returns applies. States 
with the highest taxes are already appre- 
ciating this fact and it is in the further 
operation of the principle that the full 
effect of current taxation on the auto- 
mobile industry will be felt. Of the ten 
states with the greatest decrease in reg- 
istrations coupled with the highest taxes 
on gasoline four showed less income 
from gasoline taxes last year as com- 


GALLOWAY 


pared with the previous year, four 
showed merely nominal gains, while in 
none of them was the increase propor- 
tional to the increase in the rate of 
taxation. 

It is usually presumed that the 
decreased demand for new cars in the 
United States is due to the inability of 
the average potential buyer to lay out 
money for a new car under present 
business conditions. Undoubtedly this 
is a prime cause of the decrease in pro- 
duction and sales but it derives its full 
meaning only in connection with the 
cost of operation. Eighty-six per cent 
of cars made in the United States sell 
for less than $750.00 wholesale. Sixty- 
two per cent of all new cars sold in the 
United States are bought by persons with 
incomes of less than $3,000 a year. The 
cost of the vast mass of used cars to 
their present owners is quite clearly in- 
dicated by prices currently advertised 
in the newspapers. On an average 61.3 
per cent of all cars purchased in the 
United States, new and old, are bought 
on instalments. Twenty-six and six- 
tenths of all trucks are on farms; 18.4 
per cent of the passenger cars are on 
farms. It requires only a canvass of 
one’s own neighborhood, a review of 
parking spaces near factories or con- 
struction enterprises, to understand how 
great a portion of the motor vehicles 
now in use are owned and operated by 
wage earners. 


TWO FACTORS IN CAR COST 


TO such persons the cost of operation 
of motor vehicles is a vital matter. So 
long as wages were high and prices of 
farm commodities were reasonably near 
a profitable level the cost of operating a 
car or truck was not so closely consid- 
ered. 

With a lowering of farm income, 
lower wages or no wages at all, the situ- 
ation is entirely different. To the aver- 
age potential buyer the cost of an auto- 
mobile is the payment of a certain sum 
per month. If the instalment and cost 
of operation are within his means, .he 
buys; if they are beyond his means, he 
does not buy. Increased taxation has 
lifted these combined operating costs 
and instalment payments to a point 
which an increasing number of potential 
buyers cannot reach. Hence sales of 
motor vehicles have fallen off, auto- 
mobile factories are in the red and many 
thousands of people are thrown out of 
work who would otherwise be employed. 


= 
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SPANNING THE YEARS OF 
CHICAGO’S DEVELOPMENT 


1863 1933 


TRONG banks are the result of anda 
factor in commercial progress. The 
development of Chicago banking began in 
the period of industrial activity immediately 
following the close of the Civil War. Thus 
this bank, which opened for business July 1, 
1863, has been a part of the life of Chicago 
throughout the period of the city’s greatest 
commercial growth. 


Today thousands of banks, firms and indi- 
viduals in the Midwest and other parts of 
the country use this bank for one or all of 
their financial needs. 


The First National 
Bank of Chicago 


Affiliated 


First Union Trust 
and Savings Bank 


BUILDING WITH CHICAGO BUSINESS SINCE 1863 
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“The chairman of one of the 
largest banks in the country, be- 
ing on our board of directors and 
being very much interested in 
this institution for a number of 
years, has been the cause of our 
receiving services from that par- 
ticular correspondent, which per- 
haps few country bankers re- 
ceive. Of all those services, per- 
haps the one of greatest benefit 
to us has been their help in look- 
ing after our bond account both 
in the matter of purchase and 
sale.’—A Country Banker 


I. Country Bankers 
(CONTINUED FROM PAGE 14) 


there is to be learned about any in- 
dividual or firm in their city, which is a 
very large one. We have found their 
service to be a real help and it is given 
gladly and freely”. And from New Eng- 
land: “We make very little use of our 
city correspondents other than for credit 
information. We have always found 
them to be glad to give us assistance.” 

An example of active cooperation on 
credit handling that might well be fol- 
lowed by other country banking institu- 
tions is the following: “We have an ex- 
pert credit man of one of the large banks 
come up here occasionally and go over 
our paper, criticizing anything which 
he thinks is not exactly as it should be. 
We find that the criticisms are mighty 
helpful to us and they keep the officers 
on their toes at all times to see that 
loans are kept in proper shape. The ex- 
pense is not large and the value we re- 
ceive is worth a great deal more. We 
think that most any bank of our size 
and larger could employ the services of 
a man of this kind to good advantage”. 

When commercial paper was more 
plentiful in the market, an eastern 
country banker remarked, “we used our 
correspondents freely in checking names, 
but that has dwindled to such small 
dimensions that it is hardly a factor”. 
Another bank officer considers this more 
important, however. He replied, “Our 
city correspondent could help us to a 
great extent by using the facilities that 
most city correspondents have in regard 
to the selection and recommendation of 
commercial paper and bonds used for 
secondary reserve. Most city bankers 
have more facilities. for the checking of 
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CORRESPONDENT 


statements of corporations than the or- 
dinary country bank has”. And another: 
“The most valuable specific service is 
in the checking and buying of commer- 
cial paper and collateral loans. Only one 
of our correspondents does this and 
naturally our heaviest balances are con- 
centrated in their hands”. 


INVESTMENTS 


THE element of almost_ unanimous 
concern is the safety of the secondary re- 
serve. The lessons of the boom period 
and the depression brought criticism in 
some cases, and in almost every instance 
the need for investment help was em- 
phasized. Even here, of course, opinion 
was divided and one middle western 
banker spoke as follows: “Ordinarily 
we would say that the services rendered 
either in placing surplus funds for the 
country banker, or helping out in 
stringent times with short loans, would 
be the most valuable service. However, 
during the past two years we have had 
a different viewpoint on this, and we 
think one of the most valuable services 
a city bank can render its country cor- 
respondent is to keep the country cor- 
respondent’s reserve fund safe.” Bank- 
ing experiences during the depression 
and difficulties in some sections point 
more strongly, he believes, to the con- 
servation of assets “as the primary 
object in view all the while’. 

He then paid tribute to his own bank’s 
city correspondent with this statement: 
“We have always been well taken care 
of in our 59 years of experience, never 
having borrowed a dollar in our life 
and always having surplus funds to 
place with our city correspondents. So 
far, they have been very kind and help- 
ful in placing surplus funds for us”. 
He referred to securities which were safe 
in good times but could not stand the 


KEYSTONE-UNDERWOOD 


depression. “City banks have been 
preaching for years that country banks 
should have secondary reserves in well 
diversified lists of securities—rails, pub- 
lic utilities, industrials, municipals and 
Governments. I think the weak point of 
the country bank has been its bond list, 
and more country banks have failed be- 
cause of their bond lists than any other 
one thing. The investment they counted 
most on was the one with which they 
met their Waterloo. Not only were their 
securities non-liquid, but they were non- 
marketable, if at all they could be dis- 
posed of.” More hopeful for the future, 
however, he offered this: “Suggestions to 
the country banks as to the manner in 
which their reserve funds could be used, 
stressing safety in investment rather 
than yield, to our way of thinking, 
would be service par excellence.” 

Contrasting were these statements 
from Pacific and Atlantic coast bankers: 
“The most specific service we seem to 
obtain from our city correspondents is 
in line with bonds, stocks and invest- 
ments as they are closer in touch with 
the stock markets”... . “A city corre- 
spondent can offer services as to pur- 
chasing bonds from time to time, in 
the same manner that it might purchase 
for its own portfolio”. 

Two other bankers brought their lo- 
cal boards of directors into the discus- 
sion. One of them said: “The chairman 
of one of the largest banks in the coun- 
try being on our board of directors and 
being very much interested in this in- 
stitution for a number of years, has been 
the cause of our receiving services from 
that particular correspondent, which 
perhaps few country bankers receive. Of 
all those services, perhaps the one of 
greatest benefit to us has been their 
help in looking after our bond account 
both in the matter of purchase and sale 
at an opportune time”. And the other 
said: “At the present I do not know 
of anyone to whom the country banker 
may look for guidance. It seems to me 
that the board of directors is charged 
with the full responsibility of charting 
the course for its bank to follow. A bank 
which is not so fortunate as to have an 
active, as well as a capable, board of di- 
rectors, will sooner or later drop out of 
the procession regardless of its contact 
with city correspondents”. 

Unbiased (CONTINUED ON PAGE 52) 
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II. City Correspondents 


(CONTINUED FROM PAGE 15) 

close questioning on the matter of their 
bank’s condition, and obviously it is 
very difficult to advise with a bank 
unless one is in possession of all the 
facts. This strikes me as a rather 
peculiar attitude, for a country bank- 
er in coming to a city correspondent 
for advice and help should be will- 
ing to place the cards on the table in 
order that a correct diagnosis of the 
particular case can be made. If the 
banker is making a loan to one of his 
customers, he will insist upon full and 
complete information from the customer 
as to his financial condition, his future 
prospects, etc., but oftentimes there is a 
noticeable reticence on the part of the 
banker in passing information on to a 
city correspondent regarding the con- 
dition of the institution which he rep- 
resents, if he desires to borrow money 
or obtain advice in connection with his 
problems”. 

Many of these bankers described at 
length one or more highly developed 
services. Said one, “I do not know what 
more we can do’. And another, “If any 
banker in our city could think of any 
way in which he could increase or im- 
prove services of this kind, he would 
lose no time in doing so”. But another, 
and more typical, comment was: “We 
continually strive to perfect our corre- 
spondent bank service and from time to 
time add new departmental facilities if 
we find there is sufficient volume to jus- 
tify”. 


SMALL BANK BALANCES 


REGARDING country bank deposits in 
these depression times, a middlewestern 
banker stated that his institution has 
been extremely liberal in handling its 
correspondents’ accounts with their 
greatly reduced balances, up to the point 
of actual losses, and in some cases it 
sustained losses. Situations of this kind 
have probably been unavoidable in 
many instances. However, a western 
banker offered a criticism that applies 
here: 

“We have noticed in recent months 
that there has been a tendency on the 
part of smaller banks to establish too 
many connections with larger city insti- 
tutions. By that I mean the establish- 
\ 
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“Tf all country bankers discussed their individual situations with 
their correspondents and requested an ideal statement to be 
drawn up, as of certain periods of the year, I believe the country 
bank would have a goal to strive for which would greatly im- 
prove their methods of operating. Such a statement should segre- 
gate the various types of security holdings, the various types of 
loans, etc., and be complete in every detail. Under existing con- 
ditions it would be interesting to see whether or not such coun- 
try banks are capable of paying their present rate of interest, 
after all expenses and reserves are subtracted from their poten- 
tial earnings.” —-A City Correspondent 


ment by small banks of two or three 
bank accounts in one city. Under con- 
ditions which have prevailed during the 
past year and a half, it has been im- 
possible for these small banks to main- 
tain commensurate balances in several 
accounts, whereas if this number were 
reduced and one bank account main- 
tained in a large city instead of two or 
three, it would be possible to main- 
tain a balance of such proportions that 
the city bank would be compensated 
for the business handled. The splitting 
of the account into two or three differ- 
ent parts makes all of the accounts so 
small that they are entirely unprofitable 
to the city banks’. 


HANDLING COLLECTIONS 


USING the stricter interpretation of 
service, many of these bankers empha- 
sized the importance of handling collec- 
tions and other routine items, although 
some of them pointed to the collection 
service of the Federal Reserve System 
as supplementing the efforts of corre- 
spondent institutions. Here we find per- 
haps the most highly organized facili- 
ties of the reserve city institutions. Note 
their comments: “The collection services 
rendered by city banks is certainly the 
most generally used facility and might 
properly be regarded as the most help- 
ful”... . “The collection of all items on 
United States at par”... . “We clear 
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their local clearinghouse, as well as 
transit items, in the shortest possible 
time, thereby reducing the float which 
in turn results in some additional rev- 
enue accruing on that portion of their 
balance which has been created by this 
reduced float, and in turn this allows 
the correspondent bank a_ greater 
amount of working reserve”... . “The 
privilege of direct routing transit and 
collection items whereby availability is 
obtained through the medium of one 
account at a more rapid rate than 
through the Federal. Such an account 
with our own branch banking institution 
covers our state and enables a country 
correspondent to speed up its collections 
and obtain quicker availability than 
through any other source. Am not ex- 
plaining in detail this service, which 
permits a correspondent bank to route 
direct to the point of payment, wherever 
we have a branch, its transit and collec- 
tion items”... . 

And another good example: “We 
have established account relationships 
for the handling of clearing, transit and 
collection items with the large institu- 
tions in practically all the important 
banking centers of the country; and 
have developed at considerable cost a 
highly specialized transit and collection 
department which operates 24 hours a 


‘day to facilitate the handling of these 


items. We have carefully studied time 
schedules and are making use of every 
modern means (including air mail) of 
effecting the quickest possible conver- 
sion of items, in order to reduce to a 
minimum the float on the large volume 
which we handle, the advantage of 
which is in turn passed on to the cus- 
tomers of the banks whose items we 
handle for collection. We feel that this 
is a real service not only to our own 
depositing customers, but to the cus- 
tomers of the banks which carry ac- 
counts (CONTINUED ON PAGE 53) 
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time to 


DAK_ 


It’s 


When a bank appliance 


that costs nothing to 


install can effect such 


important economies — 


it’s time to envestigate! 


No Capital 
Investment 


Required— 


HE pressure for economy in 
jp bank operation is 
great. Because Recordak has made 
big savings in many departments 
of hundreds of banks, it is worth 
most careful consideration. 

Hence a conference on Recor- 
dak’s many-sided benefits is in 
order at the present time. The 
conference should include repre- 
sentatives of all departments 
where Recordak can be used. 

Bookkeeping department heads 
will be interested in the Recordak 
Photographic Plan of Single Post- 


Recordak pictures are retained on 16 mm. 
EASTMAN SAFETY FILM. The Recordak 
projector, shown above, reproduces on its screen 
actual size pictures of items photographed. 


ing that will immediately save 
3344% in labor, 40% in mechani- 
cal equipment, and 50% in sta- 
tionery—with completely tam- 
per-proof records and greater pro- 
tection against fraud and error. 

Transit department heads will 
consider the cash value of the 40% 
reduction made by Recordak in 
Operating costs—its greater speed 
and protection in case of trans- 
portation mishaps. 


Recordak Corporation 


| 

| 
> 


AMERICAN BANKERS ASSOCIATION JOURNAL, January 1933 


call a conference 


Recordak photographs assure accurate records 
of all transactions between bank and customer. 
Greater speed...lower costs. Absolute accuracy 
greater protection. 


In the filing department the 
saving in storage space is a factor. 
Deposit tickets, for instance, can 
be photographed and destroyed 
—with a 90% saving in storage 
space and complete protection 
against loss and mis-filing. 

Then there is the value of Rec- 
ordak’s check-fraud protection 
...its ability to safeguard certi- 
fied checks and to record counter 
check payments...its good-will 


value as a service to customers. 

You will want to consider 
these advantages in the light of 
the following facts: (1) Recordak 
requires no capital investment 
but is leased at a moderate rental. 
(2) Installation can be made 
quickly with little disturbance of 
bank routine. (3) Recordak’s 
cost is far outweighed by savings. 
(4) No bank is too small to op- 
erate it profitably. 

Certainly these factors make 
Recordak a profit possibility that 
should be immediately investi- 


RECORDAK 
ECONOMIES 


BOOKKEEPING DEPARTMENT: 
Saves 33'/3% in labor 
40% in machinery 
50% in stationery 


TRANSIT DEPARTMENT: 
Saves 40% in 
operating cost 


FILING DEPARTMENT: 
Saves up to 90% in 
storage Space 


PROTECTION: 


Prevents check frauds and 
wins customer good-will 


gated. Fill out and mail the 
attached coupon now and we will 
immediately send you the basic 
facts about Recordak for your 
department heads. 


RECORDAK CORPORATION 
350 Madison Avenue, New York City 


Without obligation please send me 
copies of material explaining Recordak 
operations in various bank departments. 


Street 


Subsidiary of Eastman Kodak Company 
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(CONTINUED FROM PAGE 19) 
though all accounts indicate that a 
policy of leniency has been followed so 
far as possible. The farmers have ex- 
pected better things of the Government- 
sponsored land banks but there have 
been just as many foreclosures, propor- 
tionately, with them as with other 
agencies. 

In the case of the Joint Stock Land 
Banks the rate has been exceptionally 
great while even the Federal Land 
Banks, for which the Government sub- 
scribed $125,000,000 new capital last 
February, have shown only a slightly 
better record and the $25,000,000 ap- 
propriated by Congress especially ear- 
marked for loan extensions was more 
than exhausted by mid-summer. The 
result is a demand for the reorganiza- 
tion of the dual system which threatens 
the guaranty of land bank bonds and 
such liberal rules as to foreclosures as 
will put the Government in the real 
estate business for the next half century. 

Then there are the railways. Like the 
farmers, they are oppressed by debts, 
taxes and low incomes. The credit pool 
based upon the advance in freight rates 
granted about a year ago has produced 
little more than half the anticipated 


For banking, the coming year of- 
fers a prospect of change whose 
effects cannot be otherwise than 
uncertain. For the first time in 
many years there is a definite, con- 
certed movement on the part of 
all branches of the Government 
for an immediate overhauling of 
the country’s banking system 
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funds and has therefore been able to 
afford only a little more than half the 
relief expected. The railway companies 
have borrowed upward of $250,000,000 
from the Reconstruction Finance Cor- 
poration but these loans are at rather 
high rates of interest and in any event 
the relief granted has been only tem- 
porary in its nature. 

The situation has progressed to a 
point where the companies must have 
relief of some sort or a considerable 
number of them will be forced into a 
process of writing down their debts by 
receiverships. 

Relief in any or all of these lines costs 
money and all look to the Government 
for it. It is expected or at least it is 
claimed by all branches of the Govern- 
ment that the national budget for next 
year must be balanced but before in- 
telligent budget consideration can even 
be attempted there must be some meas- 
ure of the relief for all purposes which 
the Government will be called upon to 
furnish. 


RELIEF—DEFICIT—TAXES 


IT IS expected that direct relief for 
unemployment granted through the 
states will be as large next year as for 
the current fiscal year. New farm aid 
will cost money; how much is uncertain. 
There is the question of more public 
building or less public building in aid of 
unemployment. The deficit forthecurrent 
fiscal year in what was supposed to be 
a balanced budget amounted roughly to 
$750,000,000 in the first five months. 
Doubtless income tax receipts next 
March and improved collection of new 
taxes will reduce this rate somewhat, 
but President Hoover estimates a $1,- 
146,000,000 deficit for the current year 
excluding statutory debt retirement. 
This means more taxes and, perhaps, 
more economy. The tax program hinges 
largely upon a general manufacturers’ 
sales tax of 214 per cent which the 
President recommends. Another plan is 
a uniform tax of 1 per cent on all sales. 
Then there is the question of a beer tax 
if the Volstead Act can be modified and 
estimates of income from this source run 
all the way from $130,000,000 to $800,- 
000,000 with no certainty whatever that 
a beer bill can pass Congress and the 
President, that its constitutionality will 
be upheld if passed, or that it will pro- 
duce material revenue if given effect— 
this latter depending upon the quality 
of the beer. Over the whole proposition 
of balancing the budget hangs the possi- 
bility of balancing it by long term bond 
issues for public works voiced by leaders 


of the dominant party—an increase in 
the public debt, an increase in the fixed 
charges of government, and more taxes. 

The alternative, and a necessity in- 
deed even if there is a large increase in 
taxes, is economy in government. The 
President suggests a cut of $580,000,000 
from present appropriations in the al- 
lowances for next year. This includes an 
additional cut of 11 per cent in all sal- 
aries of Federal employes, with an ex- 
emption of $1,000 in each case, in addi- 
tion to the present furlough and other 
cuts estimated at 814 per cent, making 
a total cut of about 14 per cent. 


CONGRESS OPPOSES 


THIS is already opposed in Congress. 
Mr. Hoover proposes the merger and 
reorganization of 59 Government bu- 
reaus and divisions to prevent duplica- 
tion of work and promote efficiency. 
This is already meeting opposition in 
Congress. He proposes to economize by 
easing up on unnecessary public con- 
struction. This is meeting with opposi- 
tion. He proposes a cut of $46,000,000 
in military and naval expenditures and 
this meets with opposition. He proposes 
a cut of $127,000,000 in veterans’ relief 
and meets with opposition. There will 
be some economy in the acts of the pres- 
ent Congress, for it is a necessity, but in 
general the President—any President— 
proposes and Congress resists. The re- 
sult is uncertain but it is at least certain 
that the economies will not amount to 
$580,000,000. 


PUBLIC CREDIT 


ON the budget largely depends public 
credit. Between June 30, 1930, when the 
Government first commenced to operate 
in the red, and November 30, 1932, the 
public debt was increased by $4,620,- 
000,000. In the rest of the current fiscal 
year it will be increased, presumably, 
by another $400,000,000 or so. The 
money for this financing must come 
from somewhere and an examination of 
the condition statements of the banks 
of the country shows that it comes very 
largely from them. The excess funds in 
the banks resulting from the easy money 
policy of the Federal Reserve flow very 
largely into Government financing. The 
last loan placed by the Government in 
Washington, an issue of one-year Treas- 
ury certificates at 0.75 per cent, was 
subscribed for 16 times over. This seems 
all right from a Treasury standpoint 
but what is its effect upon business? 
How can bond prices be stable? What 
will be the effect of this competition for 
funds? 
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Correspondence 


4,398 Bond Issues 


THE 31-year analysis of bonds reported 
in November by Dr. George W. Ed- 
wards, of the College of the City of 
New York, has aroused widespread dis- 
cussion. Bankers and non-bankers alike 
have added their comments. Many have 
requested more data. An example is this 
letter to the author: 


To Dr. EDWARDs: 

After your labors to analyze thousands of 
bond issues, it may be selfish of me to ask 
of you information not covered by your 
article in the November issue of the 
JOURNAL. 

On page 64 appears a table of average 
yields of bonds by date of issue. In arriv- 
ing at these average yields it appears to be 
a necessary step that the amount of issue 
outstanding and yield of that issue, not in 
default, be set down. If so, would you 
please be so good as to inform me in mil- 
lions of dollars the aggregate amount of the 
issues outstanding and not in default for 
each of the ten groups. 

If your work sheets make this informa- 
tion readily available, I would appreciate 
being informed so that I may arrive at the 
composite yield for all of the groups, just 
as you did for each of the groups, but with 
the mass expressed in terms of millions of 
dollars. 

I wish to thank you for what you have 
already done and to express my admiration 
for your courage and perseverance to go 
through so vast an undertaking. 

GEORGE J. YUNDT. 
Treasurer, 
Southern Bell Telephone and Telegraph 
Company, Atlanta, Georgia. 


In the February JOURNAL another 
article by Dr. Edwards will give addi- 
tional results of this study. 


Postal Savings 


THE problem, for small banks, of this 
form of Government competition which 
is in reality Government guaranty of 
deposits already in force is emphasized 
by an Illinois banker in referring to the 
JOURNAL article last month by Philip 
A. Benson, president of the Dime Sav- 
ings Bank cf Brooklyn, N. Y. 


To the JOURNAL: 

In December the JoURNAL had an article 
with regard to guaranty of bank deposits, 
and in beginning will say that the writer 
does not believe in any such a scheme 
either. 

However, take a small city like ours. 
How can a bank be expected to compete 
with the post office where funds are ad- 
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vertised for on postal savings, interest being 
paid, and this is protected by the Govern- 
ment? It seems depositors can have their 
accounts in the postal savings and when 
they need a few dollars can go draw it 
out, or so much of it as they need, leaving 
the rest. What can be nicer for them, but 
you can see where it places the bank whose 
deposits are not protected by the Govern- 
ment. 

In other words, it has always looked to 
the writer as though the Government was 
in competition with its own national banks. 
If some of this Government protected 
money could be diverted to the banks of 
the respective communities where it right- 
fully belongs, there would not be half the 
need for such agencies as home loan banks, 
agricultural credit associations, etc., as 
there now seems to be in various sections of 
the country. 

Illinois. 


A. B. A. Conventions 


AS most bankers know, when W. R. 
Morehouse writes about Association 
Conventions, he writes from experience 
both as host and guest. 


To the JOURNAL: 

I hope you will not overlook the impor- 
tance of making the Conventions popular, 
because the American Bankers Association 
has spread out over a lot of ground, and 
in order to maintain interest the members 
ought to get together at least once a year. 
That doesn’t mean that all of the members 
are necessary, but if you have a good repre- 
sentation of live wires from different dis- 
tricts they usually spread the news around 
as to the Convention after they get home. 

W. R. MOREHOUSE. 
Vice-President, 
Security-First National Bank, 
Los Angeles, California. 


Incidentally, Mr. Morehouse, who 
was general manager in charge of local 
arrangements at the Los Angeles meet- 
ing last October, made an extraordinary 
record in minimizing the expense to Los 
Angeles bankers in being hosts to the 
Convention. His methods should prove 
a helpful guide in the future. 


Par Collections 


A JUST criticism has been made of fig- 
ures quoted in the October article in 
the JOURNAL by George E. Anderson 
on par collections. 


To the JOURNAL: 
Mr. Anderson makes the statement that 
it costs Federal Reserve banks about $10,- 


000,000 a year to maintain the par collec- 
tions and that it clears annually more than 
900,000,000 checks without cost to the pub- 
lic. I believe the statement made by Mr. 
Anderson that it costs the Federal Reserve 
banks $10,000,000 a year to handle the 
number of items stated is a misstatement. 
For the year 1930, all Federal Reserve 
banks and branches handled 919,760,000 
checks at a cost of $3,908,415; for the year 
1931, all Federal Reserve banks and 
branches handled 878,348,000 checks at a 
cost of $3,629,001; and for the first six 
months of 1932, all Federal Reserve banks 
and branches handled 398,819,000 checks 
at a cost of $1,655,139. 

These figures are reported on reports fur- 
nished by the Federal Reserve Board and 
from the above you can see his $10,000,000 
figure is greatly in excess of the actual 
amount. 

W. F. TAYLOR. 
Asst. Cashier, 
Federal Reserve Bank, Cleveland, O. 


Mr. Anderson used information given 
him by an authority sufficiently high to 
warrant full confidence, but either his 
informant or himself erroneously used 
a rough total of the cost of collection for 
three years in attempting to secure an 
average for three years. 


Life Insurance Collateral 


THE Journa_ takes pleasure in pub- 
lishing the following letter for the help- 
ful information which it contains: 


To the JOURNAL: 

We have read in banking publications 
from time to time of the desirability of life 
insurance policies as collateral for bank 
loans. While our bank has taken a few 
policies over a period of years as collateral, 
we usually advise the applicant to apply 
direct to the company. In taking on such 
loans we have always been, until recently, 
of the opinion that so long as we did not 
loan in excess of the loan value and got an 
assignment of the policy which we file with 
the company, that we were taking a per- 
fectly safe loan with nothing to worry 
about, even though the insured allowed his 
policy to lapse. 

Recently we raised certain questions in 
connection with a policy which we hold as 
collateral and have learned new things 
which may or may not be new to other 
bankers. Our purpose in writing is to ask 
that, if the subject seems of sufficient in- 
terest and value, at least one article written 
by an authority on the subject be published 
in the JOURNAL. 

First of all, we found it most difficult to 
get direct answers to our questions from 
one company and found it necessary to 
write another company in order to clarify 
the matter. 

We found that there are at least two 
forms of assignments in general use—viz., 
collateral and absolute. In writing various 
companies for assignment forms when we 
are about to make a loan, they invariably 
send us the “collateral” form and ask no 
questions, yet we are now advised that the 
“absolute” form is the better one to take. 
Why? Because if the bank holds a collateral 
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form and the insured allows the policy to 
lapse, the bank cannot apply and get the 
cash value of the policy without the joinder 
of the insured. In other words, if the policy 
lapses and the bank does not have a “cash 
value” form signed by the insured in addi- 
tion to the assignment, it cannot collect 
the cash value. So it would appear that if 
the insured were to refuse to sign a cash 
value form, should become insane or dis- 
appear, the bank could not collect a nickel 
in return for its assignment—at least that 
is what two companies tell us. It would, 
therefore, probably be a case of going into 
court, and that is expensive. 

We submitted five questions to one com- 
pany, which we list below together with 
their answers: 

1. Q. Where a policy is assigned to bank 
as collateral, the assignment having been 
filed with the company, would you notify 
the bank of non-payment of premium be- 
fore the policy is allowed to lapse? A. The 
company would not notify the bank of non- 
payment of the premium. It would notify 
the bank when the premium becomes due. 

2. Q. Where the policy is allowed to lapse, 
can the bank apply and receive a sufficient 


The Check 
Tax 


(CONTINUED FROM PAGE 29) 

tax of two cents is less expensive than 
other alternative means of payment— 
such as money orders. And so it may be 
concluded that the increased average 
amount and the decreased number of 
checks cleared through the Reserve 
banks do not result directly from the 
check tax. On the contrary, one may 
judge from these effects in a case 
where check payments are far more 
convenient than cash, the extent to 
which local payments are being made 
in cash. When the telephone bill, gas 
bill or grocery bill is paid in cash where 
previously payment has been made by 
a check through the mail, the saving is 
not merely the amount of the tax, but 
also the postage of three cents and in 
many cases a metered service charge on 
the check of about three cents. The sav- 
ing is not two, but eight cents. This 
consideration is responsible for the clos- 
ing of many small accounts. It is an un- 
usual case where an individual writes 
enough out-of-town checks for the sav- 
ings on these items to offset the cost of 
local checks and to justify the main- 
tenance of an account. 

A movement toward cash payrolls 
may be partly responsible for the de- 
crease in the number of items, and the 
increase in their average amount, espe- 
cially in the industrial districts. Great 


portion of the cash value to cover its loan, 
or is it compulsory that a cash value form 
accompany the policy, etc.? A. The com- 
pany would insist on paying the full cash 
surrender value. 

3. Q. Does a policy lapse for non-payment 
of premium immediately after the 31 days’ 
grace period has expired? A. The policy 
lapses upon default in payment of a pre- 
mium immediately after the 31 days of 
grace have expired. 

4. Q. Can a policyholder apply for the 
cash value of his policy after the policy has 
lapsed? If so, within what period of time 
after the lapse can he still get the cash 
value? A. An application may be made 
for the cash surrender value of a policy 
within 90 days from the date that the 
premium became due. 

5. Q. Would an absolute assignment 
rather than collateral assignment be better 
for the bank to take, and would this change 
the bank’s situation as to getting cash value 
if the policy lapses? A. An absolute assign- 
ment would be better for a bank to take 
than a collateral one. The bank would 
then be in a position, if it had an absolute 
assignment, to collect the cash surrender 


numbers of pay checks find their way 
into Federal Reserve clearings owing to 
the fact that workers may live and trade 
some distance from their place of em- 
ployment, thanks to paved roads and 
automobiles. In many cases spending a 
check only a few miles from its origin 
puts it in Reserve channels. The New 
York Reserve bank, for example, clears 
large numbers of pay checks issued by 
the largest New Jersey public utility 
corporation. Substitution of cash for 
pay checks will be shown by the Reserve 
clearing figures. 

The insurance companies have been 
quick to realize an opportunity and are 
urging large corporations to change to 
cash payrolls and to carry paymaster 
insurance for protection. They point 
out that a weekly payroll by check for 


State association studies of the effects of 
the check tax have revealed the experi- 
ences and reactions of their members. 
For example, in Wisconsin 393 banks 
reported $175,163.51 collected and re- 
mitted in July, August and September; 
345 banks estimated the cost of collection 
at $12,773.26 for this period; 169 banks 
attributed a loss of 4,285 profitable ac- 
counts averaging $190.68 per account, 
and 165 banks reported the closing of 
5,553 unprofitable accounts averaging 
$63.61 per account, both groups attrib- 
uted to the tax. Asked whether the tax 
is satisfactory, 60 banks replied “yes” 
and 307 “no” for themselves, and speak- 
ing for their customers, 82 replied “yes” 
and 269 “no” 
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value of the policy and thus protect itself. 


From the above we have formed some 
definite conclusions as follows: 

1. Take life insurance policies as collateral 
only as a last resort. 

2. When a policy is taken as collateral 
we will insist on the premiums being paid 
through us. 

3. Take only “absolute” and not “col- 
lateral” assignments. 

4. Follow up each premium payment 
with utmost care. 


It seems to us that the life insurance 
companies should consider the value of the 
service a bank performs when it makes 
loans to their policyholders, and should 
send a notice of non-payment of a premium 
to the bank before the policy lapses, re- 
gardless of the form of assignment which 
it holds. It should also be compelled to 
protect the bank on a loan if the bank 
holds an assignment of the policy, regardless 
of whether it is collateral or absolute in 
form. 

Roy T. ELSTon. 
Cashier, First National Bank, 
Warwick, New York. 


1,000 employees costs $80 each month 
for the tax alone. Insurance can be ob- 
tained, in the case of a $25,000 payroll, 
for about $12 each month. A large 
surety company reports an increase in 
the number of policies issued, although 
the dollar volume is less than last year 
owing to the fact, of course, that pay- 
rolls are smaller than they were a year 
ago. 

Counter checks, too, are being used 
more generally to avoid the tax. A large 
Washington, D. C., bank found an 
increase of 20 per cent in the number of 
counter items drawn in July over June. 
These items, however, include a debit 
each month to each account for the 
amount of the check tax. In several 
cases whole pads of these counter re- 
ceipts were taken and attempts were 
made later to use them in lieu of checks 
to avoid the tax. 

The discrepancy between the Treas- 
ury estimates and the actual receipts 
from the check tax are not due entirely 
to its inhibiting effect on the number 
of checks drawn. Increasing numbers 
of tax-free drafts on orders are being 
issued. Although the exact status of 
these drafts has not yet been settled 
definitely and finally, and most banks 
are protecting themselves by contract 
with their customers against the possi- 
bility that these items will be declared 
taxable, more and more of them are in 
use. Whenever payable at or through 
a par-clearing bank they are cleared by 
the Federal Reserve banks exactly like 
checks. 
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The Thrift 
Cycle 


(CONTINUED FROM PAGE 20) 


ment is equal to current saving but that 
the result is an excessive capitalization 
of industry. The second supposes that 
new investment during a boom some- 
how falls short of current saving, thus 
bringing on the depression. If it could 
be shown that both of these assumptions 
were at odds with the facts, it would be 
clear that the theories concerned are 
without foundation, are arguments be- 
ginning with false premises and are, 
therefore, unsound. Fortunately, the 
facts are_now available. 


THE TWO CHARTS 


IN Chart I, data are presented which 
portray the condition in all banks of 
the United States. For each call date 
from 1914 to 1932 the curves show both 
the total of all investment type assets 
and of all savings type liabilities. 

Investment type assets include the 
bond portfolios; loans on real estate, in- 
cluding the relatively small amount of 
real estate owned; and the loans on 
securities. Savings type liabilities in- 
clude the capital, surplus, undivided 
profits and time deposits of the banking 
system (the latter including postal sav- 
ings). 

The totals include every bank in the 
country, both national and state, with 
the different types of the latter—stock 
and mutual savings banks, private 
banks, loans and trust companies and 
state commercial banks. 

On Chart I the vertical scale is log- 
arithmic, or, as it is sometimes called, 
a ratio scale. By using this kind of 
vertical scale, equal percentage varia- 
tions in the figures have equal promi- 
nence. However, it does somewhat hide 
the fact that the difference between in- 
vestments and savings.in 1929 was as 
great, in dollars, as it was in late 1919. 
In order to emphasize the relative 
amounts of this difference, Chart II is 
also shown. The “E. C. Harwood Index 
of Inflation” on this chart simply por- 
trays the dollar differences between 
savings and investments. There is usu- 
ally an excess of the latter, it will be 
observed. 

It may seem that, although the fore- 
going data appear quite conclusive, it 
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Chart II. The curves show the actual 


amounts of investment type assets and 


savings type liabilities outstanding on each call date from June, 1914, through 
June, 1932, for all banks in the country and also for the postal savings system 


is possible that transactions outside the 
banking system would present a differ- 
ent picture of the situation. In order for 
this to be the case, it would be necessary 
for savings and investments outside of 
the banking system to be unbalanced, 
either one way or the other. It has been 
suggested that just this occurs when 
the life insurance companies make 
loans to policyholders. However, a 
closer scrutiny of that process reveals 
the fact that life insurance companies 
do not originate new purchasing power 
in the course of making loans. They 
simply pass on to others funds which 
have come into their possession. It has 
also been suggested that sometimes peo- 
ple invest their savings in concerns 
which pay all the money over to get- 
rich-quick schemes, so that there is no 


“It should be apparent that at the peak 
of a boom there is not an excess of sav- 
ing but a deficiency” 


GALLOWAY 


investment in capital goods. This does 
not mean that there is any discrepancy 
between savings and investment, though. 
It simply means that funds which the 
owners intended to save were not ac- 
tually saved at all, from the broad 
general viewpoint. Without following 
through each variation of the process 
which might be imagined, it seems prob- 
able that the difference between savings 
and investments at any time must be 
reflected in banking statistics. 

It is apparent that, in times of boom- 
prosperity, investments greatly exceed 
savings. Specifically, the excess was 
about $7,000,000,000 in 1919 and ap- 
proximately the same in early 1929. 
This fact, which will hardly be disputed 
except by those who choose to disre- 
gard the elementary principles of addi- 
tion and subtraction, proves that the 
basic assumptions essential to the 
theories already mentioned are false. It 
follows that those theories do not cor- 
rectly explain the course of events. 

But the facts as shown do much more 
than discredit those theories. The re- 
lationships shown suggest what is in all 
probability the correct explanation. 
Briefly, it is this. During the prosperous 
period, _individuals—and—businesses are 
tempted to expand unduly..In order to 
do so, they borrow from the banking 
system. Eventually, these borrowings 
exceed the savings at the disposal of the 
banks and subsequent loans on securi- 
ties_and investments represent—-new 
originations of purchasing In 
for_long term—uses. The result is an 
increase of the purchasing power that 
is demanding goods (and securities, real 
estate and (CONTINUED ON PAGE 66) 
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PUT THEIR 
TRUST 


INSTITUTIONS 
SUCH AS OURS 


How the AMERICAN 
HELP Your BANK 


—to get new business 


WITH THE DAWN OF A 
NEW YEAR 
-more faith. more courage. 
more business for everyone. 


IN 19:3:3 


advertising material is available to your 

bank as a member of the American Bankers 
Association. This material is ready for use in 
your local newspapers, in your windows and 
lobby, and in your direct mail contacts with your 
customers and prospects. 


"savers well-written, carefully-prepared 


As you know, the public’s attitude towards 
your bank is vitally important. Whole-hearted 
public confidence cannot be built by hiding 
sound management “under a bushel’. It is not 
enough for your bank to be strong, solid and 
secure. In a dignified, sincere, but human way 
you must constantly impress this fact upon the 
public, as well as upon your present and pros- 
pective customers. Competent bank manage- 
ment must be bulwarked by public faith and 
confidence. 


Institutional Advertisements 


Your bank, through its Association member- 
ship, can get institutional advertisements ready 
for use in your local newspapers. They will give 
the people of your community a better idea of 


—to hold present business 


your institution and the part it plays in the 
economic life of your city and adjoining ter- 
ritory. The messages are brief, but interesting, 
and are carefully planned to build greater 
prestige and public loyalty for your bank. 


Savings Advertisements 


If your bank has a savings department you ap- 
preciate the importance of retaining your pres- 
ent level of savings deposits, as well as getting 
as many new accounts as possible. As employ- 
ment gradually increases in your community, 
and as commodity prices improve, it is your 
duty to urge that a portion of every dollar 
earned be laid aside for a reserve savings 
account. 


To help your bank in this important work the 
Savings Division of the Association prepares for 
your use ready-to-use newspaper advertisements, 
savings posters, blotters, folders, and leaflets. 
All of this material is written, edited and ap- 
proved by experienced savings advertising men 
under the direction of the Committee on Savings 
Promotion. 
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Trust Advertising 


If your institution has trust powers you can get a 
complete business-building program through 
the Building Trust Service Plan, prepared by the 
Trust Division of the Association. This service 
consists of. ready-to-use newspaper advertise- 
ments, trust posters, master booklets, folders, 
form letters, and the monthly Trust Bulletin of 
advertising and personal selling ideas. All of 
this material is produced by an experienced staff 
working under the direction of the Division’s 
Committee on Publicity. It is being effectively 
used by hundreds of trust institutions—both 
large and small—throughout the country. 


Your Plans for 1933 


The purpose of this advertising material is to 
help your bank carry forward its 1933 advertis- 
ing plans with maximum effectiveness and econ- 
omy. It is available to you at a small cost be- 
cause of the large number of Association 
members who are using it. If your bank 
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EXCERPTS FROM A FEW LETTERS 


“We feel that our subscription to the Building Trust 
Service Plan is one of the best paying investments 
that we have made.” 

—From an Oregon Banker 


* * 


“We appreciate the excellent savings advertising 
material you prepare for it certainly solves our news- 
paper and window display problems.” 

—From an lowa Banker 


* * * 


“Your Building Trust Service Plan is an item of our 
budget which we have no idea of cutting out during 
this period of general retrenchment. It would be hard 
to get along without your monthly material.” 

—From a Washington, D. C., Banker 


* 


“The advertising problems of a bank our size were 
hard to solve until we began using the Association’s 
trust and savings material. It is a great help to have 
a consistent program, with well-written copy ‘both 
for newspaper and bank lobby display. I assure you 
this bank, for one, appreciates the privilege and op- 
portunity of being subscribers of this activity of the 
Association.” 

—From an Ohio Banker 


© Mail this coupor- 


is not among those using it now, detailed 
information will be sent you upon request. 
Just mail the coupon below—or, if you pre- 
fer, write a letter to 


THE AMERICAN 
ASSOCIATION 


22 East Fortieth Street, New York, N. Y. 


American Bankers Association, 
22 East 40th Street, 
New York, N. Y. 


Please send me detailed information about the Association’s 


Institutional Trust Savings [| 


advertising material. 
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I. Country Bankers 


(CONTINUED FROM PAGE 42) 


Information. Closer cooperation and im- 
partial and intelligent advice in the 
handling of country bank bond accounts 
are apparently the services most desired. 
In some instances, they expressed will- 
ingness to pay a fair price, while in other 
instances a fee is being paid. 

A middlewestern banker urged bond 
help from the city institution, pointing 
out that “the small town banker does 
not make as thorough a study of the 
bond business as he should” and that in 
the past some salesmen have sold the 
banks many poor grade bonds. He 
added: “There are certain times of the 
year that a banker has excess funds that 
he wants to invest in something that 
will bring him a fair revenue, and at 
the same time wants his investment to 
be liquid. He should be able to consult 
his city banker, who should in turn give 
him good advice as to his investments 
without having any selfish motive”. 
Suggesting a fee for this service, he con- 
tinued: “City banks usually have a de- 
partment which analyzes their own 
bonds and it would be a very valuable 
service to all their correspondents to be 
able to have someone watch their bond 
account for them. Good advice on bonds 
would be very valuable at the present 
time to country banks in assisting them 
to clean up the bond account they have 
already established”. 

This from an Ohio banker: “We are 
now using a well known agency for this 
investment service which is very satis- 
factory. However, it seems to me that 
the advice of the agency on our bond 
account might be supplemented’. 

An up-state New York bank secures 
a very satisfactory service for which it 
pays a fee, but this banker added: “We 
are a small but typical country institu- 
tion and have felt and do feel the need 
for a type of service regarding our bonds 
and securities, that is not too expensive 
and not too comprehensive’”’. 

And a southern banker, critical of 
bond buying and selling procedure, 
voiced the opinion that the New York 
banks should advise their country cor- 
respondents the class of securities in 
which they should invest their money. 
He added, however, that “this would not 
apply to the writer for the reason that 
no ‘hot air’ salesman could sell our bank 
anything”. 

Safekeeping. The handling of securi- 
ties in safekeeping with the city corre- 
spondent was pointed out by a number 
of country bankers as a convenient and 
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CORRESPONDENT 


satisfactory service. As an eastern bank- 
er expressed it: “Our New York corre- 
spondent's greatest value to us is in keep- 
ing track of called and defaulted bonds, 
checking interest when due, etc., on se- 
curities placed in safekeeping with 
them’. For this. service, however, an- 
other banker in the Middlewest uses 
“the Federal Reserve bank only”. 

Coupon Collections. A tribute and a 
criticism on coupon collection service 
came from a banker in New England: 
“The most valuable service rendered by 
our city correspondents in normal times 
is the collecting of our coupons. But we 
find that the larger the bank, the more 
often they ignore letters calling for a 
prompt reply. We would like also more 
prompt collection of coupons”. 

And a plan for speeding up coupon 
collections at a saving in cost was the 
contribution from this banker: ‘We 
suggest that in each of the larger cities 
a central organization might be set up 
for the clearance of bond coupons. It 
would save a tremendous amount of 
money, not only for the smaller banks 
but for the city banks also. All coupons 
payable outside of that particular city 


would be sent to this clearinghouse or- 
ganization and they would issue some 
sort of credit to the bank from which 
they received the coupons. Then they 
would bunch the coupons from all the 
banks in that city and handle them un- 
der one cover. 

“To illustrate, we have in this town 
numerous fraternity chapters that issued 
bonds secured by their fraternity homes. 
Many of these bonds are in $100 de- 
nominations. The bonds were issued to 
alumni and former students, and most 
of those coupons come in through the 
mails. At about interest-paying time 
and for several days before and after, 
we will receive registered letters from 
correspondent banks containing prob- 
ably one $3 coupon—a_ tremendous 
waste of effort, postage and registration 
fees.” 


LOANS OF FUNDS AND CREDITS 


THE third element in the correspondent 
banking relationship, the privilege of 
borrowing from the city bank, received 
these comments as the most valuable 
service now rendered: “In times of emer- 
gency, our (CONTINUED ON PAGE 58) 


Based upon the points emphasized in this inquiry, a composite letter 
from the country bankers to their city correspondents would read some- 
thing like this: 


TO THE CiTY CORRESPONDENTS: 


We enjoy our pleasant association with you, and appreciate the value of your 
highly departmentalized organizations and the wide scope of your operations in 
furnishing both routine service and advice and counsel on our problems. 

While few of us perhaps use all your services due to our more limited oper- 
ations, we are generally taking advantage of the more routine services. In addi- 
tion to the Federal Reserve collection system, your departments for handling 
collections and transit items are extensively used. We depend upon you for credit 
information and for checking commercial paper names. In better times, we look 
to you for placing money on call. And there are numerous routine services more 


specialized. 


During crop moving seasons, you help us with short loans and you handle 
our excess lines of credit. Many of you have helped us with investment informa- 
tion, in buying and selling of securities for our secondary reserve, and in safe- 
keeping securities and handling coupon collections. Some of us, however, have 
depended too much upon bond salesmen and our bond account has suffered 
during the depression. Others aré critical of the help received from you on 
investments. It is our general belief that you can be most helpful by closer 
supervision of our bond accounts, by providing more specialized and unbiased 
information on securities, and by making the safety of our secondary reserve 


your first consideration at all times. 


Equally important, however, is our need for closer personal contact with you. 
Perhaps your representative could visit us more often and be more helpful in 
solving our problems. We need help on management, help on new business, and 
help on reducing our costs and increasing profits. We need, above all, the in- 
tangible service of advice and counsel that will make more money for our local 
stockholders and a better bank account for you. 


THE COUNTRY BANKERS. 
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JI. City Correspondents 


(CONTINUED FROM PAGE 43) 


with us. We are constantly study- 
ing ways and means of effecting the 
quickest possible collection of items, and 
have encouraged our correspondent 
banks to forward their items to us in 
order to make full use of these facili- 
ties”. 


CREDIT INFORMATION 


A NUMBER of city correspondents 
listed the facilities of their well organ- 
ized credit and statistical departments as 
among the most important advantages 
offered. This is typical: “We have es- 
tablished a highly specialized and effi- 
ciently operated credit department 
which is set up to obtain credit informa- 
tion on individuals, firms and corpora- 
tions over the entire country. We have 
placed at the disposal of our country 
banks the facilities of this department 
for use in obtaining credit information 
for them which can be used to very good 
advantage”. . . . And another banker 


expressed it, “furnishing fearless, com- 
plete, and unprejudiced credit checkings 


in response to inquiries. Some of these 
may be answered on the telephone, if 
desirable’. 

The research facilities of the larger 
city institutions along trade, agricultural 
and general economic lines is an in- 
creasingly important arm of service 
which smaller banks could perhaps use 
to better advantage than they are now 
doing. 

The monthly surveys published by 
some of the larger banks are well 
known, but back of those publications 
lies a fund of special information on 
practically any problem facing the 
smaller banks. As three city correspon- 
dents commented: “Above and beyond 
everything else is the contact which en- 
ables the country banker to obtain in- 
formation which would otherwise be 
unavailable” . . . “and they must have 
some kind of a foreign business barom- 
eter which will in turn supply the neces- 
sary information for carrying on for- 
eign trade”. . . . “We also operate a 
very efficient research department whose 
duty it is to assemble information on 
conditions in our territory. If our coun- 
try banks so desire, they can make good 
use of the facilities of this department 
through obtaining reports on the con- 
ditions existing in any given line of in- 
dustry or agriculture, and if properly 
used, the information made available to 
them is very valuable’. 


City correspondents, on the other hand, would address a composite 
letter to country bankers somewhat along the lines of the following: 


To THE COUNTRY BANKERS: 


Our connections with you during the depression have drawn us closer to you. 
We have developed facilities to meet your requirements and our various depart- 
ments are working constantly to help you solve your problems. We want to help 
more, and we will develop facilities and services as rapidly as demands justify. 

Many of our departmental services are being widely used. Our collections and 
transit departments, for example, are machine-like organizations working 24 hours 
a day to speed up collections and reduce your float charges. You are getting credit 
information and checking on commercial paper names that would otherwise be 
unavailable. Loans on collateral both to you and to your customers during crop- 
moving seasons are being made. And for those of you concerned with foreign 
trade activity, our letters of credit and world-wide sources of information and 
help are at your disposal. Moreover, we believe that our statistical and economic 
information obtained at great expense is a real service. 


Most of us are handling your securities and your coupon collections, and 
are providing investment information. With due apologies, we believe that many 
country bankers have used bad judgment in the past in handling their bond 
accounts. They have not come to us for advice and have bought securities that 
have proved to be poor investments. Some of us have definite suggestions for 
helping you more, and all of us are eager to provide more dependable and un- 
biased information. To develop these services, however, is costly, and perhaps 
ways can be worked out for cooperation through small charges to accomplish this. 

Our chief value, however, lies in personal help, working to solve your problems 
of management and of costs and of profits. More of you must tell us your prob- 
lems, and give all the information to guide us. We are interested in your success 
because that assures a better and more substantial account on our books. 

THE City CORRESPONDENTS. 


With the pressing need for investment 
service ranking first in the minds of the 
country bankers whose replies are also 
reported in this issue of the JOURNAL, 
the comments from large city correspon- 
dents on this subject have added im- 
portance. A middlewestern banker stat- 
ed that “the first and paramount service 
(if it can be termed service), which a 
city bank can give its correspondent, 
is safety of funds and securities entrust- 
ed to it. This should be stressed above 
all else, and we raise the point only be- 
cause of the fact that country banks in 
the past have not always used good 
judgment in this respect”. And another 
from the same section said: “City cor- 
respondents could be helpful in advising 
as to the investment of funds which, in 
recent years, has been done by the coun- 
try bank through bond salesmen and has 
resulted in most country banks sustain- 
ing unusually severe losses in their in- 
vestment accounts’’. 


INVESTMENT PROBLEMS 


A WESTERN bank offers “assistance in 
the investment of surplus funds; fearless 
and unprejudiced advice on invest- 
ments; and constant review by the city 
bank’s bond expert of the country bank’s 
bond investment list, and the offering of 
constructive suggestions for improve- 
ment of position”. And this banker com- 
mented: “It is my impression that the 
two major problems of country banks 
are to keep reasonably liquid and earn 
a fair return on the capital investment. 
The assistance that a city correspondent 
may render along these lines over a 
period of years will be distinctly helpful 
in making the depositing institution 
more fit to fill adequately the place in 
the community it is endeavoring to serve 
acceptably, yet with due regard to the 
position of sacred trust it holds towards 
its depositors’. 

An eastern banker, urging unbiased 
advice as to the proper employment of 
the depositing bank’s funds, offered this 
worthwhile suggestion: 

“Tf all country bankers discussed their 
individual situations with their corre- 
spondents and requested an ideal state- 
ment to be drawn up, as of certain 
periods of the year, I believe the coun- 
try bank would have a goal to strive 
for which would greatly improve their 
methods of operating. Such a statement 
should segregate the various types of 
security holdings, the various types of 
loans, etc., and be complete in every 
detail. Under existing conditions it 
would be interesting to see whether or 
not such (CONTINUED ON PAGE 58) 
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Groups and Counties 


Two different types of banking cooperation. Each has produced excellent results. 
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Tennessee 


Meetings for the prompt discussion of sectional 
problems supplement the Tennessee group meet- 
ings and cross group lines. There have been several 
of them in the past year. Tennessee bankers also 
meet those of Arkansas and Mississippi in the an- 
nual tri-state convention. 

A typical program of one of the eight groups at 
its annual session might offer such subjects as 
“Bankers” Interest in Taxation”, “Education of 
Rural People’, ““The Check Tax’’, ““Some Manage- 
ment Problems” and ‘Needed Legislation”. Usual- 
ly about 50 bankers attend group meetings. 

Early last year there were also meetings of the 
Southern Trust Conference, the fiduciary section 
of the Tennessee Bankers Association, and agricul- 
tural tours for bankers and farmers. 

A number of counties have individual organiza- 
tions, while in some cases two or three meet jointly, 
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Wisconsin 


Wisconsin presents a picture of unusually thorough 
county organization. Not only have meetings been 
frequent—200 in the last association year—but 
each local association provides for committees on 
education, legislation, agriculture and protection. 
Some have committees on service charges, credit 
bureaus, A. I. B., etc. Many have permanent sec- 
retaries. All of the state’s counties but one are 
organized, an increasing number of them in pairs 
rather than singly. They have maintained close 
contact with the state organization and have adher- 
ed to state policies. 

Registration at the group meetings last spring 
reached 1,000. In three instances group bound- 
aries are not arbitrary, a choice of affiliation having 
been left to bankers near county lines. Group 4, 
having been absorbed by others, does not appear 
on the map. 

Last year besides the state convention there was 
a better-banking conference, which brought to- 
gether some 250 bankers from almost as many in- 
stitutions. 

The state association’s agricultural committee 
held a series of banker-farmer meetings in De- 
cember, cooperating with county agents in various 
parts of the state and with the Agricultural College. 

Officers of the Wisconsin Bankers Association 
are Leo L. Lunenschloss, Security State Bank, Madi- 
son, president; R. B. Wood, Adams County State 
Bank, Adams, vice-president; Wall G. Coapman, 
Milwaukee, secretary; and J. V. Berens, First 
National Bank, Stevens Point, treasurer. Lloyd E. 
Hull is assistant secretary and A. M. De Voursney is 
manager of the protective department. 


either monthly or quarterly. Even in those where 
no regular association exists, meetings are held for 
special purposes such as furtherance of banker- 
farmer cooperation. 

Tennessee Bankers Association officers are E. B. 
Maupin, Peoples National Bank, Shelbyville, presi- 
dent; M. H. Irwin, First National Bank, Lafollette, 
Thurman Smith, Union Bank, Pulaski, and Syl- 
vane Freed, Bank of Trenton and Trust Company, 
Trenton, vice-presidents; and H. Grady Huddles- 
ton, Nashville, secretary and treasurer. 
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The Condition of BUSINESS 


standing features in the condition of business 
during the month ending December 15, al- 
though several major problems of a disturbing na- 
ture seemed to dominate the picture. One cause for 
reassurance was that business as a whole, although 
working on a depressed level, showed a large degree 
of stability and there appeared to be a marked lack 
of the psychological unsettlement in the public atti- 
tude toward its economic difficulties such as added to 
the hazards of previous stages of the depression. 
Secondly, although the heavier aspects of business, 
measurable by concrete indices such as steel produc- 
tion, carloadings or wholesale price levels, were sea- 
sonally discouraging, from many directions came re- 
ports of fair activity in the lighter trades serving im- 
mediate consumption needs. The volume of holiday 
trade, stimulated by price concessions that appeared 
sometimes to go the limit and probably represented 
little or nothing in the way of profits, was reported 
as fairly good, with an emphasis on utilitarian lines. 


[san distinctly reassuring elements were out- 


MAJOR DISTURBING FACTORS 


THE major individual problems of the period under 
review were distinctly visible. The most conspicuously 


disturbing was the foreign debt question. Perhaps the 
most disconcerting aspect of this was the failure of 
substantial developments pointing toward a practical 
solution of the problems it presented. International 
ill-humor engendered by the debt arguments, as well 
as the financial difficulties involved, loomed large 
among obstacles to economic peace and recovery. 

Again, there was the reassembling of Congress and 
the immediate manifestation of the inability of the 
present body to take action of substantial aid to the 
economic situation. A notable example was the set- 
back given rosy campaign hopes that a quick change 
in the matter of prohibition could be readily achieved 
as a factor of both business and fiscal improvement. 
The even more important matters of government 
economies, sounder taxation measures and bi-partisan 
cooperation for the common welfare seemed to face 
discouraging prospects. 

Another specific cause arising from Washington 
tending to unsettle public opinion and confidence was 
the extreme statement from several official sources 
there of the case against banking. The present struc- 
ture of 19,000 banks is carrying on its cooperation 
with business under difficult circumstances, requiring 
mutual confidence, trust and helpfulness. The drastic 
economic troubles of the past three years have re- 
moved much that was undesirable out of the nation’s 
varied financial structure and methods, and those in 
charge of the operations and policies of the present 


body of banks are obviously open minded toward such 
further changes in their particular field of the nation’s 
financial life as are really in the public interest. The 
strong liquid position of the banks has placed them in 
an unusually well qualified position to go ahead with 
expanding industrial and business activity as fully as 
sound circumstances may justify, and the greatly 
modified rate of failures and the progress of readjust- 
ments warrant the encouragement of public confidence 
in them. 


WHOLESALE PRICES 


STILL another difficulty in the business situation of 
considerable weight was the continued decline in price 
levels. A leading national wholesale price index record- 
ed a drop of almost 214 per cent in the single week 
ended December 9, following a prolonged period of 
irregularity with a general downward trend. This 
drop, caused largely by an acute current weakness in 
some agricultural prices was characterized as the 
greatest decline for a single week in this compilation 
since the beginning of the depression in 1929, wiping 
out all gains made since June, 1932, when a strength- 
ening of the price structure appeared to get under way. 
Also it established the low index number in the series 
since the beginning of its compilation in 1913. Other 
price compilations confirmed this return toward pre- 
war levels. It suggests the thought that perhaps busi- 
ness men are wise to consider acceptance of the possi- 
bility that the economic story is picking up the thread 
of normal progress at the point where it was inter- 
rupted by the great disturbances of the war period, 
rather than to hope for it to pick it up at some high 
point in the intervening inflation. The former course, 
at least, has the merit of conservatism if not of specula- 
tive inspiration. 

While the foregoing current high lights in the 
monthly period under review, ending the middle of 
December, did not appear to give a holiday spirit to 
the picture, it can be confidently said that the condi- 
tion of business was entering the new year with a 
balance on the favorable side as compared with a 
year earlier in a check up of long-range determining 
factors in the outlook. 

The adverse factors comprised impediments to for- 
eign trade through lack of international economic 
comity, weakened exchange values and low foreign 
purchasing power; political difficulties in Germany; 
the unsettled disarmament question; irregularity and 
weakness in commodity prices; the failure of the auto- 
mobile and construction industries to show definite 
signs of revival; the prospect of a special session of 
Congress; lack of a balanced Federal budget; the bur- 
den of additional taxation; the volume of public and 
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private debt; low corporation earnings; 
low levels of public purchasing power, 
and large stocks of raw materials. 
Favorable factors comprised a some- 
what stronger securities market: credit 
relief measures that are proving effec- 
tive in helping many industries; an in- 
flow of large amounts of gold into the 
United States; the conclusive fact that 
the gold standard of this country is now 
beyond danger; the low level of inven- 
tories of finished goods; a further in- 
crease in factory employment and pay- 
rolls; higher prices for some farm prod- 
ucts; the continued decline in commer- 
cial and banking failures; excess bank 


reserves; a decline in the hoarding of 
money; movements for readjusting the 
private debt situation, and the head- 
way of popular demand for reduction of 
government expenditures and taxes. 

All told, so strong a group of favora- 
ble factors has not been simultaneously 
apparent at any previous time during 
the depression. They appeared to con- 
stitute the economic fundamentals of the 
situation for the New Year. Carried to 
their full realization they represent the 
most effective reconstruction measures 
that can be marshalled to the aid of a 
restoration of normal business condi- 
tions. 


— Cotton ~ 


(CONTINUED FROM PAGE 30) 


the weekly crop and weather reviews 
of the Weather Bureau change the 
course of the market within a few hours 
by altering popular ideas as to the prob- 
able size of the crop. It was just such 
a development in September which up- 
set the market and started it on the 
downgrade. 

I believe that cotton prices would now 
be close to normal had it not been for 
the work of the Farm Board in 1930 
and for the huge Governmental loans 
to farmers in 1931 and 1932 for plant- 
ing purposes. The effects of these loans 
were a larger acreage, along with larger 
crops than we would otherwise have 
had in these two years, and also inter- 
ference with the curative process of na- 
ture for preventing burdensome sur- 
pluses, which process restores prices to 


their normal levels automatically. 

It is commonly accepted in the trade 
that the operations of the Farm Board 
in 1930 reduced the consumption of our 
cotton approximately 1,500,000 bales 
and increased the surplus an equal 
amount. The $35,000,000 loaned by the 
Government to farmers in the cotton 
states during 1931 undoubtedly added 
2,000,000 bales to that huge crop. The 
loans of $32,000,000 this year have 
probably increased this crop 1,000,000. 

If this 4,500,000 bales of cotton, 
which we may say is the result of Gov- 
ernmental action, were not in existence, 
our surplus would be less than 9,000,- 
000 bales and our supply when this 
year’s small crop is added would be 
around 21,000,000 bales, instead of 
the 25,880,000 now in existence. The 


The World Cotton Supply 


Season 1931-32 


Carry-over from previous crop 


Consumption 

Carry-over (less destroyed)... 

Season 1932-33 

Crop (estimated) 
Supply .. 

Average cost 0 

Average price recorded by farmers, 1931 


Average price spots at New Orleans, 1931 
Average spot price at New Orleans Aug. 


Dec. 1, 1932 eat 
Seven-year average, 1923-30 


Consumption 
Carry-over 


Average spot price at New Orleans, 1924-30..... 


Total 
All Kinds 


Foreign 
Cotton* 


American 
Cotton* 


8,919,000 
16,877,000 


25,796,000 
12,411,000 
13,323,000 


12,557,000 10,286,000 
25,880,000 14,470,000 
10.00 cents a pound 
5.70 ” ” ” 
6.01 ” ” ” 


6.88 


5,029,000 
9,658,000 


14,687,000 
10,501,000 
4,184,000 


13,948,000 
26,535,000 


40,483,000 
22,912,000 
17,507,000 


22,843,000 
40,350,000 


” 

14,200,000 
19,021,000 
13,972,000 
5,049,000 


10,321,000 
14,211,000 
10,126,000 

4,085,000 


18.68 cents a pound 


24,521,000 
33,232,000 
24,098,000 

9,134,000 


*The above tabulation is based on published figures of the Government and cot- 
ton exchanges. The American crop is in running bales, to which the city crop has 
been added. Foreign crops are in bales of 478 pounds 


AMERICAN BANKERS ASSOCIATION JOURNAL, January 1933 


average supply is only a little over 19,- 
000,000 bales. Supplies of foreign cotton 
are practically normal. This difference 
in supply might have made a difference 
of at least 5 cents or more a pound in 
the price which the farmer received for 
this year’s crop. 

The average price brought by mid- 
dling cotton at New Orleans between 
August 1 and December 1 was 6.88 
cents a pound, compared with last sea- 
son’s average of 6.01 cents. This means 
an average price to the farmer of less 
than 614 cents a pound and indicates 
the possibility that this crop, including 
the seed, will not bring the producer over 
$500,000,000, unless there is a material 
rise in prices before the entire crop is 
marketed. Last year producers marketed 
14,898,000 bales out of the 16,628,000 
which they ginned, receiving for it 
$548,896,553, according to figures com- 
piled by the New Orleans Cotton Ex- 
change. This included the seed. The 
normal returns for a cotton crop are 
around $1,500,000,000. 


DEPRESSION CROPS 


A STUDY of the records of many years 
discloses that practically all of our large 
crops have been produced during 
periods of depression and that bumper 
crops in our country are accompanied 
by small yields in Asiatic countries. 
This may be a coincidence or it may be 
the result of a cycle. Nevertheless, it 
seems to be nature’s way of balancing 
production. 

Production of commercial cotton 
throughout the world is now estimated 
at 22,843,000 bales compared with 26,- 
535,000 for the previous season. This 
is the smallest world crop produced since 
1923, when we were emerging from a 
period of depression. The producer, 
however, is unable to get any benefit 
from this great reduction owing to the 
17,507,000 bales of all kinds brought 
over from previous crops. This surplus 
when added to the predicted crop gives 
a supply of 40,350,000 bales. 

There is no prospect of a material 
advance in prices until consumption be- 
gins to make substantial inroads into 
this huge surplus or until there is a 
radical change in business and financial 
conditions throughout the world. The 
future of cotton prices is probably more 
closely linked with the course of the 
British pound sterling and restoration 
of Europe’s buying power than with 
any other factors. Settlement of the 
European war debt controversy on a 
basis enabling European spinners to buy 
our cheap cotton would go a long way 
toward overcoming the problem of our 
surplus. 
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The World Bank 


(CONTINUED FROM PAGE 23) 


fers of what Thomas W. Lamont re- 
cently referred to as “those great stores 
of gold, shipped clumsily and extrava- 
gantly back and forth across the ocean; 
a total in the last four years of almost 
four billions of dollars in and out of 
this country.” 

It is understandable that stress must 
be laid upon the international bank’s 
future while referring briefly but with 
satisfaction to its accomplishments. The 
decline in B. I. S. deposits up to the end 
of October, 1932, was due in part to a 
loss of confidence in the dollar by Euro- 
pean banks which during those months 
bought gold heavily and drew upon their 
B. I. S. deposits to pay for it. It was not 
surprising that Europe lost confidence 
in the dollar when it is recalled that the 
United States allowed its 1931-32 budget 
deficit to reach the largest peace-time 
figure in history while its Congress in 
the face of this deficit continued not 
only to spend recklessly but to legislate 
unwisely. 

It was testimony to the world bank’s 
liquidity that without difficulty it repaid 
in the period mentioned three-fourths 
of its deposits. The situation naturally 
created problems and curtailed its abil- 
ity to extend further credits. The emer- 
gency credits in which it had partici- 
pated generously during this period were 
several times renewed with only mod- 
erate repayments. 


DEPOSIT GAINS 


WHEN confidence throughout the fi- 
nancial world again is restored—and 
the London Conference, if and when it 
is held, may do much to restore it— 
international movements of capital 
should resume more normal trends and 
B. I. S. deposits should rise again. As 
a matter of fact the bank’s statement for 
November 30, 1932, showed a substan- 
tial deposit gain. Deranged balances of 
international payments in many coun- 
tries should be righted and it will then 
be possible to modify and eventually 
to remove present burdensome foreign 
exchange restrictions. 

The bank looks with pardonable sat- 
isfaction upon its experiences during its 
first three years, many of which experi- 
ences have involved the “administration 
of the unforeseen” and, having success- 
fully maintained its activities free from 
international political considerations or 
influences throughout this period, it 
looks forward confident that it will con- 
tinue to serve with increasing usefulness 
as a world instrument aiding solution 
of at least some of the problems, 
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Loss of Time 


Loss of Interest 


Profit often depends upon 
the speed with which out- 
of-town items are con- 


verted into cash. 


The efficient, twenty-four 
hour service of our Transit 
and Collection Depart- 
ments precludes avoidable 


delay. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus . . - «+ $42,000,000 
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I. Country Bankers 
(CONTINUED FROM PAGE 52) 


correspondents make us loans on ap- 
proved collateral. They keep close 
watch on our bank statements as 
they come out, and banks in the condi- 
tion of our bank have had no trouble 
in borrowing for their needs”... . 
“Loans against acceptable collateral 
that is not eligible for rediscount or 
loaning purposes under the Federal Re- 
serve Act”... . “Helping out in string- 
ent times with short loans”... . 

“We are very materially aided from 
time to time by our city correspondents 
through their carrying of large excess 
lines of credit which we are unable to 
carry locally”... . “In periods of emer- 
gency, calling on them for services that 
do not come under the normal facilities 
of the Federal Reserve bank. For ex- 
ample: Shipping of $1,000,000 of re- 
frigerated poultry under lading drafts 
and a good guarantee (unless our city 
correspondents handled the drafts for 
credit we would be unable, due to our 
size, to handle the product); redis- 
countable paper recently is hard to find, 
and now and then in financing the 
movement of crops or in handling a 
large volume of pay vouchers issued by 
our state, which are not payable for 30, 
60 or 90 days and are beyond our ability 
and size to carry, we call on our corre- 
spondents; and in crop moving periods 
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CORRESPONDENT BANKING 


which would be invaluable to the aver- 
age country bank provided they could 
be brought to see their need, and in- 
cidentally be willing to pay a reasonable 
fee for such a service. What I have in 
mind is an analytical division for ad- 
vising on the bond investment accounts, 
separated from the sales unit of any 
affiliated securities company, and oper- 
ating more or less along the same lines 
as the credit department in past years 
has functioned in connection with the 
selection of commercial paper. This sort 
of a service could not be made profitable 
by a reserve city correspondent and 
would be practical only provided the 
various country banks would be willing 
to participate in a cooperative effort, 
and have the expense divided pro rata 
among the subscribers. Of course, much 
duplication of expense would be elimi- 
nated because of the willingness on the 
part of a reserve city bank to place 
available to such an independent analyt- 
ical investment advisory unit the infor- 
mation which is being continually as- 
sembled for use in handling the bank’s 
own investment account. 

“However, the prospects are not very 
promising just now for 
the launching of such a 
cooperative movement, 
as the need for strict 
economy seems to be prev- 
alent in all organiza- 
tions. Such a movement 


This report of 
JOURNAL’S inquiry on 
correspondent 
ing relations and op- 
portunities 


smaller bank to maintain as its business 
generally is of one type or character 
and, therefore, is prosperous or unpros- 
perous due to local conditions”. 


LOANS AND CREDITS 


AMONG those bankers who empha- 
sized loans and credits was the southern 
banker who pointed out that, “prior to 
the establishing of the Federal Reserve, 
correspondents in the reserve centers 
were the main dependents of the smaller 
banks in the matter of extending tem- 
porary loans during the crop-growing 
and harvesting season and other periods 
of peak demand. At the present time 
the Federal Reserve banks appear to be 
carrying the major portion of this load, 
although banks that are not members 
of the Federal Reserve System are still 
borrowers from reserve city correspon- 
dents, and the larger reserve centers also 
participate to a degree in the extending 
of loans to country correspondent banks 
that are not members of the Federal 
Reserve System”. 

A coast banker specified lending to 
take care of seasonal peak requirements, 
and “cooperation with Government or 
other agencies in obtain- 
ing outside funds for the 
bank or the community 
when it is desirable that 
such be obtained from 
those sources”. Others 
emphasized: ‘Lending 


the 


bank- 


will be 


completed in Febru- 
ary. Personal contact 
and consultation, help 
on management, and 


funds on marketable se- 
curities; lending funds to 
correspondents secured 


would be difficult to be 
sponsored by a city 
bank itself, but prefer- 


requiring large funds for items in transit 
beyond our ability to carry, they redis- 
count our good paper and lend us money 


for short periods”. 

And for being more helpful, there 
were these comments: “I believe the 
city correspondents could be of more 
use in the discounting of notes and also 
in the carrying of accounts for the coun- 
try banks”... . “They should be willing 
to loan on proper collateral from time 
to time with a fair rate of interest”. 


II. City Correspondents 
(CONTINUED FROM PAGE 53) 


country banks are capable of paying 
their present rate of interest, after all 
expenses and reserves are subtracted 
from their potential earnings”. 

From the Northwest came a sugges- 
tion which would require local cooper- 
ative action in addition to closer corre- 
spondent relations. Quoting this banker : 

“Just at the present time there is one 
type of a highly specialized service 


ably should be under- 
taken at the request of 
a substantial percentage 
of the country banks in 
any given territory”. 

The credit factor was emphasized by 
another: “In many cases it is convenient 
and economical for the out-of-town bank 
to have its actual securities carried with 
its correspondent’s customers’ securities 
department. This knowledge of the cor- 
respondent’s securities list makes it pos- 
sible for the city bank to extend credit 
to its correspondent far more quick- 
ly and efficiently than otherwise. It is 
often unfortunate, however, that the 
city institution is unable to prevent 
its correspondent reducing its secondary 
reserve and placing too large a portion 
of its funds in slow loans”. 

A northwestern banker urged more 
help, “particularly as to outside invest- 
ments which are so necessary for the 


new business coopera- 
tion will be covered at 
that time 


by properly margined 
customers’ collateral 
notes” .... “Lending for 
some temporary emer- 
gency” .... “In times of 
stress and emergency, an informed and 
intelligent attitude with respect to loans 
is obviously of considerable advantage”. 
... “We have taken care of not only our 
correspondent banks in the matter of 
needed loans, but also some banks that 
were not correspondents”. 


SECURITY FOR DEPOSITS 


“IN view of the difficulty of country 
banks obtaining depository bonds”, one 
banker suggested, “they should be able 
to retain school, municipal and country 
deposits by arranging with their city cor- 
respondents to hold securities to secure 
such deposits. The charge made by the 
city bank would be considerably less than 
the premium on a depository bond”. 
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Boston— 


(CONTINUED FROM PAGE 35) 
clipper ships. About this time, also, 
Boston publishers began to print the 
books of New England authors that led 
American literature. 


Century-old Boston banks that helped | 


to develop these activities are the Mer- 
chants National Bank, established in 
1831 as a state bank; the Second Na- 
tional Bank, founded as the Granite 
Bank in 1832; and the Webster-Atlas 
National Bank, formed of the Atlas 
Bank, which was opened in 1833, and 
the Webster Bank, dating from 1853. 
The widely known National Shawmut 
Bank was originally founded in 1836 
as the Warren Bank, but was renamed 
the Shawmut Bank the next year. 

Due to the Suffolk System and gen- 
erally conservative banking, all of these 
banks went through the great crisis of 
1837 unscathed, and helped to make 
New England the manufacturing center 
of the country before the Civil War. 

Another Boston bank that antedates 
the Secession is the National Rockland 
Bank, founded in 1853. 


THE DAYS OF ’65 


THE Civil War gave a great impetus 
to one of Boston’s new industries. The 
introduction of machines for pegging 
and sewing boots and shoes in 1860 
came just in time to supply footwear 
for the soldiers, and, backed by the 
banks, the industry worked overtime to 
meet the demand. 

The period after the War of Secession 
was marked by the rise of trust com- 
panies, with powers not held by the 
national banks. Four founded in that 
era and still in existence are the New 
England Trust Co., founded in 1869; 
the United States Trust Co. (1887), 


the State Street Trust Co. (1891) and | 


the Columbia Trust Co. (1895). 


It was in this period that the New | 
England cotton mills fought their way | 
to victory against imports, that Massa- | 


An AI] Purpose 


SAFETY BOND 


Of course, the first reason for a check paper is its use as a bank check. To qualify, it 
must have safety features to guard against criminal alteration. It must also be a 
tough, flexible paper with an easy writing surface, and it should afford clear legibil- 
ity. The texture or color of the paper must not reduce the clarity of the check im- 
ptint nor its written execution. 

Gilbert Safety Bond succeeds in maintaining these characteristics to the very full- 
est extent of their usefulness. Its strength and writing surface are natural superior 
qualities because Gilbert Safety Bond is a rag content bond, containing the essential 
properties demanded of this kind of paper. 


One safety feature is achieved through a chemical treatment of pulp during the 


manufacture of the paper but does not reduce its value from the standpoint of leg- 


ibility. The other is accomplished by its plain one tone color which can be imprinted 


chusetts shoes became the best known | 


in the world, that the Yankee inventors 
revolutionized the machine shop and 
that Boston’ investors developed the 
Lake Superior copper mines. 

The new development of the city since 
the World War is marked by the estab- 
lishment of several trust companies. 
These include the Union Trust Co. 
(1927), the Stabile Bank & Trust 
Co. (1928), the Fiduciary Trust Co. 
(1928), the Day Trust Co. (1929), the 
Harris Forbes Trust Co. (1929) and 
the Italian Banca Commerciale (1929). 

Boston has truly been called the old 
city with new possibilities. 


with an all-over pattern common to the earlier ideas of bank check paper. It affords 


extreme contrast to lithographic or printed imprints. 
This maintenance of all the characteristics a good safety paper should have is the 


reason Gilbert Safety Bond is the “All Purpose Check Paper.” 


GILBERT SAFETY 
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said to be only a small percentage of 
difference between the ordinary man 
and the man who is a world figure. Per- 
sonality is the sum of small differences, 
and in any good bank there are many 
small but natural differences which re- 
quire only proper emphasis in the ad- 
vertising to make it stand out as a 
sincere and interesting personality. 

From the beginning this problem di- 
vides between two types of financial 
advertising—institutional, and the direct 
selling of specific services. These sug- 
gest somewhat different techniques. 

The advertising of a specific banking 
service may require ingenuity in devel- 
oping some new point of consumer con- 
tact or “you” interest in presentation. 
Any active mind seasoned in the busi- 
ness of financial advertising has dozens 
of plans stored away mentally or on 
paper, that will approach the savings 
idea or the trust, investment or com- 
mercial banking service from a new or 
a newsy angle. And there is a way, at 
the same time, of enriching such a series 
with the institutional note and atmos- 
phere—with evidences of the bank’s own 
distinctive personality. 


INSTITUTIONAL ADVERTISING 


IN the institutional advertising, the 
task is even easier. Thackeray says the 
time to characterize a new country is 
in the first 20 minutes after you land. 
There is nothing more fascinating than 
to step into a great banking institution 
with which one is unfamiliar and to 
sense the personality of it. Doubtless 
the banker himself is not conscious of 
the definite impression his institution 
makes upon the outsider. 

Once sensed, however, there are 
dozens of ways in which this bank per- 
sonality can be “developed,” like a 
negative that requires intensifying. A 
few hours or days spent here and there 
about the  institution—conversations 
(built around mental questionnaires) 
with people who can interpret the his- 
tory, the record, the characteristics, the 
reputation, the accomplishments, the 
feelings, the personalities, the special 
lines of service, the “talking points and 
resistances,” as our patter goes—can 
bring out the features of the personality 
picture. 

Finally, there is the public which has 
been watching that bank for one or two, 
or possibly a half-dozen, generations. 


AMERICAN BANKERS ASSOCIATION JOURNAL, January 1933 


The Urge to Be “Different” 
in Bank Advertising 


(CONTINUED FROM PAGE 26) 


You may count on it that the banker 
knows little about what his public really 
thinks of his institution. And one of the 
greatest services the public relations spe- 
cialist can perform is to get a true cross- 
section of the public’s regard for the in- 
stitution and to overlay it in the com- 
posite portrait on which the advertising 
likeness is finally to be based. 

There are nine- and ten-figure banks 
in this country which have not only 
overlooked but have so thoughtlessly 
sacrificed great and distinctive elements 
of “house personality” that the public 
relations man who witnessed the need- 
less tragedy could sit down and weep. 
There are bankers—and other adver- 
tisers as well—who seem unable to sense 
a thousand silent voices of approbation 
above one raucous word of protest or 
derision. 


THE REAL GOAL 


THE one thing of outstanding impor- 
tance in advertising a bank is not “short 
copy” nor treating media alike for fear 
of editorial brickbats, nor is it the 
amount of your budget or whether you 
change copy every insertion. Volumes 
can be written on all these detail prob- 
lems; but the one matter of fundamen- 
tal importance is to find a way of ex- 
pressing your bank’s true, constructive 
and purposeful personality continually 
through all your advertising, to all your 
people. 

There comes to my mind an outstand- 
ing job of new business development 
which was done for a bank over a period 
of some ten years. The first step was 
to make a thorough outside study of 
the bank’s field of competition and op- 
portunity. That study culminated in a 
quota chart upon which the future 
growth of the bank was forecast at 
$1,000,000 a month from a point below 
$90,000,000 for a period of five years. 
Looking backward, it may be said that 
the quota was maintained for over seven 
years and that the reputation which the 
bank built for itself in that time, to- 
gether with the quality business it ac- 
cumulated, has stood it in good stead 


during the difficulties of the depression. 

But it is the second step that I had 
in mind: “Visualize a desirable per- 
sonality for the bank and make it come 
true.” A slogan was written for that 
bank which visualized its earnest effort 
to help its customers. That slogan was 
blazoned upon billboards and carried 
into the newspapers. But before this was 
done, a proof was pasted to the head of 
a six-foot roll of paper and every em- 
ployee of the bank from the president 
down signed it as a pledge and an ideal. 
This was posted in the bank’s window. 
Within a few weeks, various depart- 
ments as well as the public reported that 
there was a new spirit alert within the 
bank. 

So I say: “Interpret the best that is 
in your bank; let someone idealize it for 
you—then make the ideal come true.” 

Have you ever thought of your bank’s 
personality in that way—as an essential 
part of management and standard set- 
ting? Can you run your mind down a 
dozen or 20 of the banks with which 
you are most familiar and actually char- 
acterize them? That’s a good test. 

Too many advertising men try to 
work the “tricks of the trade” strongly 
enough to make up for their failure to 
grasp the fundamental matter. 

Meantime the bank which has found 
the way of expressing its true inner per- 
sonality in its advertising goes along 
smoothly, flexibly, persistently, easily 
adapting externals to the needs of the 
times, doing things a little differently, a 
little better technically, including all dif- 
ferent departments and services within 
the general effect, building year after 
year a permanent endowment of house 
personality and public good-will which 
is proof against everything but the guil- 
lotine of a merger. 


TWO WAYS 


THERE are both broad and narrow 
ways to do this institutional campaign 
effectively. If the bank is big enough— 
and if it is great enough—it can even 
discuss great problems of banking and 
trust service in a detached editorial tone, 
and cash in upon the discussion. If both 
copy and layout treatment are ably 
handled, the public will see the bank’s 
personality reflected in the bank’s 
opinions on general banking matters. 


The bank that cannot live in a glass house has no business being 

a bank. The bank that cannot put its human relations upon a 

plateau, and keep them there, may well fear “the face at the door”. 

The American people are idealists. They want ideals personified 

in the great institutions that serve them. Keen as critics, they are 
equally keen as supporters.—The Author 
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Trans-Atlantic 
Movements of U. S. 
Currency 


(CONTINUED FROM PAGE 33) 


favor of stabilization. In March there 
had been a net shipment to Germany 
of $200,000; in April there were net 
receipts from Germany of $600,000. 
The amounts increased steadily each 
month, and in December more than 
$7,000,000 was returned to the United 
States. The increasing returns and the 
concomitant rise in the exchange rates 
on Germany are indicated roughly in the 
bar chart. 

In England, the same process of stab- 
ilization was taking place, and currency 
flowed back to the United States at a 
rate as high as $2,000,000 each month. 
Large receipts came from Switzerland 
and Holland, too, as exchange in those 
countries climbed steadily back to par. 


A RISE IN SHIPMENTS 


THE third quarter of 1925 showed a 
sudden rise in shipments. The amount 
was not strikingly large, but when 
coupled with the rapid decline in re- 
ceipts, there was proof of a serious dis- 
turbance. The records show large 
shipments to Germany, Austria and 
Danzig in August and _ subsequent 
months. Nothing in those countries 
seemed to warrant the shipments, but 
there was a bad break in Polish zloty, 
and exchange was falling badly. From 
par of 19.30 cents in July, the zloty fell 
to 10.84 in December. Here was the sore 
spot. The Polish government, in an 
attempt to maintain the exchange, for- 
bade purchases of foreign currencies or 
shipments of zloty. But trading in for- 
eign exchange, like Truth, crushed to 
earth will rise again. Although blocked 
in Poland, large purchases of dollars 
were made through Germany, Austria 
and Danzig. Smuggling of zloty was 
profitable, and double-bottomed trunks 
were used to ship the zloty from Poland. 
Dollar bills, which before had been 
plentiful in Austria, disappeared and 
were no longer quoted on the Vienna 
exchange. In private transactions they 
were sold for 7.20 schilling against a 
par of 7.05. In Berlin large orders were 
received by banks for purchases of 
dollars on Polish account. Such a 
scarcity of American currency was 
caused that the dollar was quoted at 
4.25 marks (about $1.04), and German 
banks hurriedly ordered more currency 
to fill the profit-yielding demand. The 
Reichsbank stepped in and forced can- 
cellation of many large orders. 
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Main Office, Guaranty Trust Company—Broadway, Liberty Street 
to Cedar Street. New York Federal Reserve Bank in background. 


Serving American Business 


OR nearly a century this Bank has served American 


business interests. It provides its banking corres- 


pondents and customers with the advantages of 


ample resources and exceptional facilities in every 


phase of domestic and international banking. 


Guaranty Trust Company of New York 


140 Broadway 


Fifth Ave. at 44th St. 


LONDON PARIS BRUSSELS 


Madison Ave. at 60th St. 


LIVERPOOL HAVRE ANTWERP 


Late in 1926 the zloty was pegged at 
a new level and confidence was restored, 
permitting currency movements to fol- 
low a relatively normal course. Definite 
peaks can be found in the first and 
third quarters of each year, from which 
some knowledge of the source and 
amounts of funds may be deduced. 
The peak in the first quarter of each 
year (1927-1930) is due to Christmas 
gifts by immigrants to relatives in for- 
eign countries, and the larger peak in 
the third quarter is due to tourist ex- 
penditures. 

The other charts accompanying this 
article (see page 33) show how periodic 
these two factors have been. 


The tourist chart represents the per- 
centage of total passports issued, by 
quarters—the figures having been de- 
rived from the experience of the last 
three years. More than 44 per cent of 
the total issued each year are issued in 
the second quarter, and only 12 per 
cent in the fourth quarter. Although 
there was a very marked decrease in the 
total number of tourists in 1931 as 
against 1930, the percentage distribution 
was not changed. 

The five curves shown on the other 
chart are offered as proof of the sea- 
sonal increase in immigrant remittances. 
The curves represent the percentage 
distribution, (CONTINUED ON PAGE 67) 
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Recently— 


(CONTINUED FROM PAGE 9) 


struck a snag when Senator Copeland 
challenged the authority of the United 
States to relinquish the islands. Senator 
Copeland denied he was filibustering. 

The President sent a special message 
to Congress calling for Federal econo- 
mies through reorganization and con- 
solidation, together with a series of 
executive orders affecting fifty-eight bu- 
reaus and agencies. 

The Philippine mission at Washing- 
ton was told by Manuel Quezon, Senate 
speaker, to demand “immediate inde- 
pendence or nothing”. 


RELIEF, RECONSTRUCTION, 
GOVERNMENT FINANCE 


THE Reconstruction Finance Corpora- 
tion has put out $1,397,596,033 since 
it commenced operations on February 
2, according to a statement issued on 
November 16. Banks and other financial 
institutions and railroads have got $1,- 
300,883,971. On December 9 President 
Hoover, by proclamation, extended the 
lending life of the R.F.C. for a year 
from January 22. 

The National Committee for Econ- 
omy in Government estimated that the 
1933 tax bill for the country would be 
$15,000,000,000, with $11,000,000,000 
of it going to state governments and 
subdivisions. 

The Treasury’s December 15 financ- 
ing included $350,000,000 in four-year 
234 per cent notes and $250,000,000 in 
one-year 34 per cent certificates. 


BANKING 


THOMAS W. LAMONT, member of 
J. P. Morgan & Co., speaking before the 
Academy of Political Science on Novem- 
ber 18, urged the necessity of two im- 
portant banking reforms, namely, the 
inclusion of all commercial banks in the 
Federal Reserve system, and the estab- 
lishment of “sensible provisions for 
branch banking”. 

Pierre Jay, former chairman of the 
Federal Reserve Bank of New York, 
another speaker at this meeting, urged 
a vigorous branch banking program. He 
decried as “half-hearted” proposals con- 
tained in pending legislation (the Glass 
Bill) for branch banking restricted to 
state limits. 

Secretary of the Treasury Ogden L. 
Mills added his voice to the demand for 
bank reform in his annual report, pre- 
sented to Congress on December 7. Mr. 
Mills urged branch banking within 
“trade areas’, but declared that “the 
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problem goes deeper than this’, and 
suggested that a “joint committee of 
the two houses of Congress, in coopera- 
tion with the Federal Reserve Board 
and the office of the Comptroller of the 
Currency, consider pending legislation 
in the light of information which has 
recently become available with a view 
to the prompt formulation and enact- 
ment of legislation that will remedy 
the fundamental weakness of the bank- 
ing structure.” 

Mismanagement, excessively low capi- 
talization, lax state laws, and changing 
economic and social conditions are fun- 
damental weaknesses in the American 
“fair weather” banking system, accord- 
ing to the annual report of the Acting 
Comptroller of the Currency, F. G. 
Awalt. 


FOREIGN AFFAIRS 


THE von Papen-von Schleicher cabinet, 
installed by President von Hindenburg 
on June 1 to bring about a “national 
concentration”, resigned November 17. 

Hindenburg offered Adolf Hitler, 
head of the National Socialists, an op- 
portunity to form a cabinet, but the 
latter refused on November 21. 

On December 3 it was decided to ap- 
point General Kurt von Schleicher 
Chancellor. 

The Government of Persia hurled a 
challenge at Great Britain by announc- 
ing the cancellation of the Anglo-Per- 
sian Oil Company concession, embracing 
500,000 square miles of producing ter- 
ritory. Two days later the British Gov- 
ernment served notice on Persia that it 
would sue in the World Court unless the 
cancellation order was withdrawn. 

Almost at the same time that Persia 
was challenging Britain, Spain’s revo- 
lutionary government ordered the Span- 
ish Telephone Company, affiliate of the 
International Telephone and Telegraph 
Company, to file a reply by December 
3 to a bill placed with the Cortes order- 
ing the company’s contracts, made with 
the deposed dictatorship, cancelled. 
About $100,000,000 American invest- 
ment is involved. 

On December 6 the situation appeared 
to be less acute when the Premier an- 
nounced that he would himself negotiate 
a new contract with the I. T. & T. and 
submit it to the Cortes. 


LEAGUE OF NATIONS, DISARMA- 
MENT, ETC. 


REPRESENTATIVES of China and 
Japan and the Earl of Lytton stated 
their viewpoints on the eve of the 
League Council’s session for considera- 


tion of the Lytton report, November 21. 
The representative of Japan, in a 30,000 
word document, declared that that 
country “does not challenge the com- 
mission’s facts, but its conclusions.” 
Japan told the League that she would 
not give up her policy in Manchuria. 
This action at Geneva was viewed at 
Washington as a blow at the Adminis- 
tration’s Far Eastern diplomacy, the 
Kellogg Pact, the Nine Power Treaty, 
and even the effectiveness of the League. 
Eliot Wadsworth, former Assistant 
Secretary of the Treasury, will repre- 
sent United States investors on the 
League of Nations Loans Committee. 
Japan’s plan for reduction of naval 
armaments, prepared for submission to 
the world disarmament conference, was 
published December 10. It would give 
Japan a better ratio as compared with 
Great Britain and the United States. 
Delegates of the five powers signed a 
four-fold agreement at Geneva assuring 
Germany’s return to the disarmament 
conference. 


Agricultural Health 


(CONTINUED FROM PAGE 31) 


nating organization in the field which 
could strengthen the price, and at the 
same time take steps necessary to in- 
crease the demand in harmony with the 
continuous and rapid production in- 
crease. 

In the average American industry 
there is much duplication of facilities 
and duplication of efforts, all entailing 
an excess capital investment and an ex- 
cess operating cost. This is especially 
true in the food line. Due to this dupli- 
cation of facilities and excess of com- 
petition, with the consequent piling up 
of unduly high distributing costs, the 
average farmer is receiving but one- 
third of what the consumer pays for his 
product, two-thirds of the consumer 
price being absorbed in competitive dis- 
tributing, processing, manufacturing 
and transportation charges. Approxi- 
mately this same ratio formerly held in 
the walnut industry. But largely 
through the efforts of this association, 
all of these costs have been reduced and 
many of them eliminated; duplication 
of facilities has been minimized, and 
now competition is practically nil. 

It is my opinion that if other agricul- 
tural industries were as completely and 
efficiently organized as the walnut grow- 
ers of California, American farmers 
would need no gifts nor even any loans 
from the Federal Treasury. 
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Behind the Bond News 


(CONTINUED FROM PAGE 5) 
eral Motors Acceptance serial 5s are 
due. After meeting a maturity of $2,- 
000,000 of 6144s on March 1, United 
States Rubber has one of $15,000,000 
6s on June 1. A total of $6,189,500 As- 
sociated Simmons Hardware 6s is 
due to be paid on July 1, while on No- 
vember 1 American Rolling Mill has 
to meet the maturity of $15,000,000 

In ordinary times few of these ma- 
turities would present any difficulties, 
but the facing of them now is fraught 
with problems. On the successful hand- 
ling of these maturities, and more par- 
ticularly on the way Reconstruction Fi- 
nance decides to handle the railroad 
obligations, depends to a great extent 
the future of the bond market in 1933. 
The low yields of short-term Treasury 
obligations and the steady improvement 
in the price of the long terms, coupled 
with the unparalleled excess of bank 
reserves, give reason to hope that invest- 
ment funds may flow in increasing 
amounts into non-Government securi- 
ties. Member bank statistics indicate 
that there is now a pronounced flow of 
funds in that direction. 


The Railroads 


(CONTINUED FROM PAGE 21) 
well balanced systems of equal earning 
capacity has also met with little progress 
since the passage of the Transportation 
Act. 

The railroads, as Railway Age point- 
ed out in a recent issue devoted to 
rehabilitation, comprise the second 
largest industry. Eighteen billion dollars 
of savings are tied up in railway securi- 
ties, $5,000,000,000 of this being held 
by insurance companies and savings | 
banks. Normally 1,700,000 families de- 
pend upon the railroads for their liveli- 
hood, not counting those indirectly de- 
pendent. Other industries share in the 
$6,000,000,000 which the rails disburse 
annually in prosperous times, and our 
national, state and local governments 
collect $1,000,000 a day in taxes from 
the carriers. 

And yet, according to this publica- 
tion, passenger traffic declined in 1932 
to the lowest level since 1901, freight 
traffic to the lowest level since 1909. 

Growing and unregulated competi- 
tion from busses, trucks, waterways and 
pipe-lines have proved their menace to 
the rails’ position, and the Commission 
is handicapped by its lack of control of 
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The Phonetalarm System of bank vault protection operates 


on the principle of detection of sound. Sensitive microphones, 


installed on the ceiling of any vault, old or new, will detect 


any attempt to force an entrance into the vault. The Phonet- 
alarm instantly signals the nearest A.D.T. Central Station 
and armed guards speed to the scene. 


A. D.T. Central Station Service is the most highly developed 
type of protection obtainable. Twenty Federal Reserve Banks 


and branches use this system. Every bank officer owes it to 


himself and those dependent upon him and his judgment to 


investigate the advanced systems of protection against 


burglary and holdup made available by A. D.T. 


Literature on request—or one of our 
representatives will be glad to call. 


"AMERICAN DISTRICT: 


TELE GRAPH COMPANY 


155_sSIXTH AVENUE - NEW YORK NY 


these competitive lines. Moreover, as 
stated recently in Barron’s, “evidence 
has accumulated that the railroads may 
have passed the crest of their utility as 
a means of transportation and that the 
time curve of traffic increment which 
heretofore has been sufficient to absorb 
rising costs and charges may be definite- 
ly flattening at a time when the diver- 
sion of traffic to competing transporta- 
tion agencies has become so noticeable”. 
The Hoch-Smith resolution in 1925 es- 
tablished a legislative policy for rate 
changes on certain farm products, but 
court decisions have diminished its im- 
portance. When the 15 per cent blanket 
rate increase urged by the carriers was 


denied by the Commission, a new study 
of rates was suggested to determine a 
revised structure for increased revenue. 
It was at this time that the Railroad 
Credit Corporation was organized. 

Governmental aid through the Re- 
construction Finance Corporation dur- 
ing the past year has undoubtedly pre- 
vented a breakdown in railroad credit. 

Financial policies and steps to handle 
the mounting indebtedness of the rail- 
roads, and the necessity for a solution 
of the labor problem in line with reduced 
operating costs as well as with regard 
for public good will, are two important 
phases which look hopefully to 1933 
for definite action. 
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Books in the Evening 


(CONTINUED FROM PAGE 25) 


by Frederick A. Cleveland explains 
clearly just what is meant by funds. The 
book contains many illustrations of 
notes, drafts, bills, bonds and other fi- 
nancial documents. “The Modern 
Bank,” by Amos K. Fiske describes 
plainly the various functions of the mod- 
ern bank in the United States. Besides 
complete details of banking methods, 
there are special chapters on trust com- 
panies, savings banks, private banks and 
foreign exchange. 

One just published is “Commercial 
Bank Management Studies” compiled 
by F. W. Simmonds, Deputy Manager 
of the American Bankers Association. 

“Credit and Its Uses” by William A. 
Prendergast, former comptroller of 
New York City, takes up the theory of 
credit and its various divisions and con- 
tains a large number of forms used by 
credit departments and associations. 
“Bank Credit Methods” is a practical 
book by T. J. Kavanaugh, and another 
is “Bank Credit, Principles and Operat- 
ing Procedure” by G. G. Munn. 

The all important subject of foreign 
exchange is well covered in such books 
as “Elements of Foreign Exchange” by 
Franklin Escher, Todd’s ‘““The Mechan- 
ism of Exchange” and Tate’s “Modern 
Cambist.” 


TRUSTS 


TRUST companies and fiduciary busi- 
ness now have a whole literature of their 
own, mostly written in the last 20 or 
25 years. Just a few of the standard 
works are “The Modern Trust Com- 
pany” by Kirkbride, Sterrett and Willis; 
“The Story of the Trust Companies” 
by Perine; “Wills, Estates and Trusts” 
by Conyngton; “Ancient, Curious and 
Famous Wills” by Virgil M. Harris 
(now out of print) ; “Bank Management 
of Decedents’ Estates” by Brady; and 
these three books by Gilbert T. Stephen- 
son: “Wills”, “Living Trusts” (includ- 
ing life insurance trusts) and “The Life 
Story of a Trust Man” (Col. F. H. Fries 
of North Carolina). 


INVESTMENTS 


PROBABLY there are more books on 
investment than on any other one sub- 
ject in the financial field. Space permits 
the mention of only a few of them. “The 
Principles of Bond Investment” by 
Lawrence Chamberlain is a_ classic. 
Other good books are “Work of the 
Stock Exchange” by Meeker, “Work of 
Wall Street” by Pratt, “Elements of 
Bond Investment” by Dr. A. M. Sakol- 


ski, “Art of Wall Street Investing,” by 
John Moody, well known authority, 
“The Careful Investor” by Mead and 
“Investment Analysis” by Lagerquist. 

Bank accounting and auditing are 
well handled by the following volumes: 
“Bank System and Accounting” by 
F. L. Beach, “Wall Street Procedure” 
by D. C. Eggleston, “Accounting Theory 
and Practice” by R. B. Kester, “Bank 
Audits and Examination” by J. I. 
Millet. and ‘Auditing Theory and Prac- 
tice” by R. H. Montgomery. 

Bank advertising and new business 
are well treated by a number of books. 
The latest is “Advertising for Banks”, 
edited by Don Knowlton for the Finan- 
cial Advertisers Association. Others are 
“New Business for Banks” by F. R. 
Kerman and B. W. Griffin, “(How Banks 
Increase Their Business” by G. P. 
Knapp; and modesty does not prevent 
my mentioning my own two books, 
“MacGregor’s Book of Bank Advertis- 
ing” and “The New Business Depart- 
ment”. 

Among good books on the law of 
banking are “Uniform Negotiable In- 
struments Act” and the “Law of Bank 
Checks” by John E. Brady and “The 
Law of Commercial Paper” by Roy A. 
Redfield. 

On the subject of investment trusts 
there are a few outstanding works, 
among them “Investment Trust Organ- 
ization and Management” by L. R. 
Robinson and the “Manual of Invest- 
ment Trusts” by C. P. Keane. 


REFERENCE VOLUMES 


PERHAPS the most dependable general 
compendium of financial knowledge is 
the “Encyclopedia of Banking and Fi- 
nance” by Glenn G. Munn. It describes 
more than 3,400 terms relating to 
money, credit, banking practice and his- 
tory, law, accounting and organization, 
foreign exchange, trusts, investments, 
speculation, markets and brokerage. A 
brand new edition of the “Bankers 
Guide Book” by W. R. Morehouse is 
just off the press. It contains more than 
4,000 questions and answers on banking, 
of which 1,500 are on legal points, with 
citations. 


FOR GENERAL READING 


SO MUCH for technical works on bank- 
ing and finance. They contain a wealth 
of material and are full of necessary in- 
formation, but if a banker read nothing 
but such works he would be a rather dry 
companion, abounding in nothing but 


Federal Reserve repartee. He needs to 
know general literature as well—his- 
tory, biography, fiction, yes, and poetry, 
too. In cultivating general literature he 
develops his imagination, and that is 
of practical value in banking as in every 
line of business. One does not have to 
read all of the recent best sellers, al- 
though it is really desirable to know the 
names of them at least in order to take 
an intelligent part in current social con- 
versation. 

Here is an interesting test. How many 
books have you read in this list put 
out by Prof. William Lyon Phelps of 
Yale University as the fifteen finest 
novels? 

“Robinson Crusoe” by Daniel Defoe 

“Gulliver's Travels’ by Jonathan 


Swift 

“Clarissa Harlowe” by Samuel Rich- 
ardson 

“The History of Tom Jones” by Hen- 
ry Fielding 

“Eugenie Grandet” by Honoré de 
Balzac 

“The Three Musketeers” by Alexan- 
dre Dumas 

“David Copperfield” by Charles Dick- 
ens 

“The Scarlet Letter’ by Nathaniel 
Hawthorne 

“Henry Esmond” by Wm. M. Thack- 
eray 


“Madame Bovary” by Gustave Flau- 
bert 
“Fathers and Children” by Ivan S. 
Turgenev 
“Les Miserables” by Victor Hugo 
“Anna Karenina” by Leo N. Tolstoy 
“The Brothers Karamazov” by Fedor 
M. Dostoievski 
“Huckleberry Finn” by Mark Twain 
Another good list to test yourself by 
is that made as the result of a poll taken 
by a leading magazine to determine 
which ten books the readers of the pub- 
lication thought the best published since 
1900. It is only fair to state that this 
poll was taken a year or two ago and 
undoubtedly some more recent books 
would now find a place in this list in- 
stead of some of the following: 
“The Outline of History” by H. G. 
Wells 
“Four Horsemen of the Apocalypse” 
by V. Blasco Ibajfiez 
“If Winter Comes” by A. S. M. 


Hutchinson 

“Americanization of Edward Bok” by 
Edward Bok 

“The Life of Christ” by Giovanni 
Papini 


“The Crisis” by Winston Churchill 
“Short Stories” by O. Henry 
“The Virginian” by Owen Wister 
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“Life and Letters of Walter H. Page” 
by Burton J. Hendrick 
“The Mind in the Making” by James 
Harvey Robinson 
A poll today probably would re- 
sult in an almost entirely new list, in- 
cluding “The Good Earth” and “Sons” 
by Pearl S. Buck, “The Epic of Amer- 
ica” by James Truslow Adams, and 
other best sellers of the moment which 
may or may not be popular five years 
hence. 
Horace Mann said, “resolve to edge in 
a little reading every day, if it is but 
a single sentence. If you gain fifteen 
minutes a day, it will make itself felt 
at the end of the year.” 


Regional 
Clearinghouses 


(CONTINUED FROM PAGE 24) 

to organize an association of bankers 
standing together for mutual pro- 
tection. A committee was appointed 
during the evening to prepare articles of 
association and to nominate temporary 
officers. Before the meeting adjourned 
that night a clearinghouse association 
had been formed by unanimous vote. 

The next day newspapers throughout 
the county proclaimed the establish- 
ment of a clearinghouse association and 
the fact that the county’s banks were 
standing together to meet any emer- 
gency which might confront its mem- 
bers. This announcement in itself and 
its psychological effect on the minds of 
the depositing public was of a value be- 
yond calculation. Here was good news 
for every one; it spelled SAFETY. This 
was not a mere paid advertisement. It 
was something real and it was the one 
thing that stopped all silly rumors and 
restored confidence. 


METHODS OF OPERATION 


THE bankers were called together 
again within a few days for the purpose 
of formally adopting articles of asso- 
ciation of the newly formed clearing- 
house. A special committee was ap- 
pointed with instructions to make a 
survey of the banking situation of 
Nassau County with a view of deter- 
mining particularly the liquid position 
of every bank in the association and its 
ability to meet an emergency. A ques- 
tionnaire was prepared and sent to all 
banks and from it the liquid position 
of each member was readily determined. 
Monthly thereafter member banks have 
been reporting deposits, segregated as to 
time, demand and public monies, also 
bills payable segregated as to amount 
borrowed from the Federal Reserve 


wy 


Dedicating the New 
Year 
to New Business 


An outstanding accomplishment 
of the Associated System in 1932 
was the payment of $47,529,802 
in maturing obligations. An out- 
standing objective in 1933 will 
be development of New Business, 
from these sources: 


FACTORIES — System engineers 
and experts on industrial processes 
are helping industrial customers 
to reduce operating costs through 
wider use of electricity for power, 
and gas for heat. 


STORES—Studies have been made 
of the use of electricity and gas in 
successful food stores, restaurants, 
bakeries. Trained Associated rep- 
resentatives are using this informa- 
tionto help less successful establish- 


ments make more effective use of — 


these services. 


HOMES—Employees are cooper- 
ating in a Business Building Plan 


Associated Gas & Electric System 


61 BROADWAY 


bank, other banks, the National Credit 
Corporation and the Reconstruction Fi- 
nance Corporation. 

These reports are sent to the chair- 
man of the clearinghouse association. 
Each bank is numbered and he alone 
knows the names of the banks making 
reports. The committee meets prompt- 
ly after reports are received, and from 
the figures submitted it can readily as- 
certain whether the position of a given 
bank has changed in any material re- 
spect. By this method, simple as it is, 
valuable clues have been furnished to 
the committee which, by the way, is 
composed of seven of the most.conser- 
vative and most respected men in the 


Proper lighting can add 11% to retail store sales. 


inaugurated last year to develop 
prospects for appliance sales. Do- 
mestic Customers are encouraged 
to equip their homes more com- 
pletely with electric and gas ap- 
pliances, the cost of appliances and 
their operation to be paid in stated 
equal monthly amounts. 


For information about facilities, service, 
rates, write 


QGas ELECTRICD 


NEW YORK 


entire county. The member banks have 
implicit faith in the integrity of the 
members of this committee and do not 
hesitate to divulge information of a 
confidential nature. And so it has been 
possible to single out individual cases 
where it appeared the advice and coun- 
sel of the clearinghouse would be of 
value, as it has always proved to be. 
A typical illustration of what this 
clearinghouse association has been able 
to do is portrayed in recounting the ex- 
perience of one of its members. This in- 
stitution was a very small one and when 
its problem was presented to the asso- 
ciation its primary reserve had been 
practically (CONTINUED ON PAGE 69) 
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$27 ,051,622.55 


During the two and one-half years preceding 
November 1, 1932, $2'7,051,622.55 was dis- 
tributed on regular distribution dates to share- 


holders of investment trusts sponsored by 


Administrative and Research Corporation. 


Sponsorship 


is Important 


ADMINISTRATIVE AND RESEARCH CORPORATION 
Sponsors of 
CORPORATE TRUST SHARES 
AND OTHER INVESTMENT TRUSTS 


120 Wall Street 


The Outlook for 
Trust Business 


(CONTINUED FROM PAGE 17) 


be revised as quickly as possible.” 

These are some of the definite reasons 
for optimism among trust officers. Dur- 
ing 1933 there will be many men who 
will want their estates to be settled ef- 
ficiently and economically. There will 
be many women who will need the fu- 
ture protection of a regular income with- 
out investment worries. There will be 
many parents who will want their chil- 
dren to have a completed education re- 
gardless of what happens. There will be 
thousands of men and women who will 
go right on making substantial incomes 
and planning for their families. As long 
as there are incomes and family finan- 
cial needs, there will be good prospects 
for trust service. 


The Thrift Cycle 


(CONTINUED FROM PAGE 49) 


the like) in the market place. Prices 
rise or are supported at relatively high 
levels and the usual phenomena of 
boom periods become evident. When, in 
the course of time, the legal reserve 
limitations of the banking system are 
reached, or when some untoward event 
induces panic selling, the process of de- 
flation begins. Excess credit extensions 
are liquidated, and eventually a sound 
situation is restored with savings and 
investments again in balance. 

It should be apparent that at the peak 
of a boom there is not an excess of sav- 
ing but a deficiency. That is, there is a 


New York City 


deficiency in the sense that there is a 
difference between-savings and _invest- 
ments, the former being the least. Now 
this difference can be wiped out by any 
of several processes. For example, with 
savings continuing at the same level, 
investments might decline. Or with in- 
vestments remaining stationary, savings 
might increase. If savings actually de- 
clined, investments would have to de- 
crease at an even more rapid rate in 
order eventually to restore a balance. 

In 1921 and in this most recent de- 
pression, savings have actually declined 
in total dollar amounts. As a result, 
investments have been liquidated to an 
even greater extent in order to cancel 
out the difference existing at the height 
of prosperity and, in addition, to coun- 
teract the decline in savings. In the face 
of this showing, who would care to sug- 
gest that no saving should be indulged 
in during a depression? 


THE VALUE OF GOODS 


IT MAY be urged that, while the pic- 
ture is correct as represented thus far, 
a different policy from thrift is called 
for when savings and investments have 
once more become equal, that savings 
should then be reduced to a minimum. 
But this reasoning is likewise fallacious. 
Broadly speaking, the flow of money 
incomes is representative of the value 
of goods currently produced and on the 
way to market. During the later stages 
of a depression, the flow of current 
money incomes is reaching only a por- 
tion of the population because large 
numbers are unemployed and, therefore, 
unable to share in the distribution of 


current incomes. In other words, they 
do not participate in the production of 
such goods as are being manufactured, 
either directly or indirectly, and there- 
fore have no transferable titles to those 
goods in the form of credit at the bank, 
or currency. 

If those who did participate in the 
productive processes, those who have 
incomes, do not use their purchasing 
power for other than the immediate 
consumption of goods produced, recov- 
ery and absorption of the unemployed 
will be slow and halting. On the other 
hand, if those who have incomes will 
save part of their incomes, those savings 
will constitute demand for labor to be 
employed in such tasks as building new 
homes and manufacturing new inven- 
tions. 


EXPEDITING RECOVERY 


TO DEAL with this point in the sim- 
plest terms, let it be supposed that an 
individual has a money income which 
exceeds his immediate needs. He can 
then either indulge in wasteful con- 
sumption or he can save and invest. 
If he deposits his savings in the local 
bank, that institution might in turn en- 
courage a home builder by providing 
first mortgage money. This would call 
for the employment of men not then 
employed. The process of paying these 
workmen would actually be a means of 
handing over to them a share of cur- 
rent production, a share proportional 
to the amount of the dollar savings. 
Then men newly employed would be 
adding to the wealth of the community 
in the form of houses. The employment 
situation would to that extent be re- 
lieved and recovery would be expedited. 
Some of the community income must 
be given for unemployment relief in any 
event. If this is done through charity, 
the unemployed would not be creating 
wealth for the community. It seems 
fairly obvious that a real social gain 
results if savings seeking investment 
call the unemployed back to work so 
that, while their share of the current 
consumable income in goods may not be 
greatly different in either case, there is 
a positive accumulation of wealth. 
The two explanations of the business 
cycle previously mentioned have been 
widely accepted. In the absence of the 
facts, they have seemed plausible enough 
and a school of social philosophers 
which regards saving as in the nature of 
a sin has resulted. Some business men 
have erroneously jumped to the con- 
clusion that money saved was not spent, 
although every banker knows that he 
spends, that is, invests, without much 
delay, all funds which come to him. 
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Trans-Atlantic 


Movements of U. S. 


Currency 


(CONTINUED FROM PAGE 61) 


by quarters, of annual postal money 
orders to England, Switzerland, Sweden, 
Spain and Poland. The percentages in 
this case have been derived from data 
over a period of five years. Now, assum- 
ing that those immigrants who regular- 
ly remit actual currency through the 
ordinary mails, are motivated by the 
Christmas spirit in the same degree as 
those who remit by postal orders (there 
is no reason to assume otherwise), we 
may conclude that these remittances are 
responsible for the early peak in each 
year. Whether any conclusion may be 
drawn concerning the relative signifi- 
cance of the Yuletide tradition in these 
five countries is problematical. 

The shipments’ peak in 1929, al- 
though relatively small, was the first 
sign of the impending storm which was 
to break more than a year later. Austria 
received a shipment of $700,000 in 
September and $1,250,000 in October. 
These were the first shipments to 
Austria since early 1926, and the largest 
since the inflation period of 1923. They 
mark the forced fusion, in October, of 
the Kreditanstalt fiir Handel und 
Gewerbe, the leading private bank, with 
the Austrian Land Credit Bank. Gov- 
ernment guaranty of the deposits al- 
layed public fears and quieted the un- 
rest which began in the previous month 
when the weakness of the Land Bank 
became known. 


GERMAN UNSETTLEMENT 


IN the second half of 1930 began the 
“flight from the mark”, with sympa- 
thetic uneasiness in Austria, Poland and 
France. The elections of September 14 
in Germany revealed the unexpected 
strength of the Hitler group, and 
frightened the more conservative ele- 
ment. The full extent of the disturbance 
can be measured only when the drop 
in receipts of the third quarter is taken 
into account. By September 23, less 
than two weeks later, the export of 
German capital had reached such pro- 
portions that restrictions were placed 
on dealings in foreign exchange. Branch- 
es of American banks in Paris received 
large orders for dollars, one bank re- 
porting many orders, none of which was 
for less than $250,000, which could 
be only partly satisfied. The Polish ex- 
perience of 1926 was reversed because, 
this time, large purchases of dollars 


OUR OFFERING LIST WILL BE MAILED REGULARLY UPON REQUEST 


GMAC Notes 


are a standard medium for short term investment. Based on 
highly liquid assets, they provide a sound instrument for 
the temporary employment of surplus funds. GMAC obli- 
gations are in country-wide demand for the security port- 
folios of individuals, institutions and thousands of banks. 


available in convenient maturities and 
denominations at current discount rates 


GENERAL Morors 
ACCEPTANCE CORPORATION 


OFFICES IN 


Executive Office -- 


CAPITAL AND SURPLUS 


were made in Poland for the account 
of uneasy Germans. 

On July 13, 1931, the Darmstaedter 
und Nationalbank, one of the four 
largest in Germany, closed its doors. 
Shipments to Poland that month ex- 
ceeded $4,000,000. Shipments of $2,- 
000,000 went directly to Germany and 
large amounts went to Austria and 
Holland. 

On September 21, 1931, the Bank of 
England suspended gold payments, and 
all Europe demanded dollars. Ship- 
ments of $20,000,000 were made in the 
third quarter, and receipts were only 
$7,000,000 although they are usually 
twice that amount after the tourist peak. 
It seemed that another period of hoard- 
ing similar to the early post-war period 
was at hand. 

But a strange thing happened. Con- 
fidence in the dollar ebbed rapidly. 
Word spread over Europe about that 
time that America was going off the 
gold standard. In Poland, early in 
October, long lines of people waited at 
the banks to get rid of long hoarded 
dollars. The Poles who went through 
the double inflation of the Polish mark 
in 1923 and the zloty in 1925, using 
the dollar for long-term contracts, for 
foreign business, and as equivalent to 
metallic gold as cover for Polish cur- 
rency, were frightened by headlines in 
popular newspapers and hurried to con- 
vert their holdings to zloty. In two days, 
$5,000,000 in American banknotes 
changed hands in Warsaw. The run was 
checked a few days later but the large 
amounts accumulated by the banks 
were sent on to New York. 


PRINCIPAL 
BROADWAY at 57TH STREET ~ 


CITIES 
New York City 


SEVENTY MILLION DOLLARS 


ORIGINAL 


NIGHT DEPOSITORY 


THE BANK VAULT INSPECTION CO ] 
S SOUTH I8TH. STREET 
_ PHILADELPHIA. PA- 


A.B.A.-1-1933 


INTENSIFIED BY SPECULATORS 


POLAND was not alone in its fright. 
In France and almost all Europe there 
was heavy selling of the dollar and 
dollar securities. Some of the feeling of 
panic was intensified by speculators 
who bought dollars at a good discount. 
Much of the conversion by banks was 
made from entirely legitimate motives, 
however. Banks in Germany, France 
and the Baltic countries held large 
amounts of sterling bills as part of their 
legal gold cover or as reserves. After 
the English suspension these banks were 
in weakened condition, especially those 
tied to England by a gold exchange 
standard, and they tried to build up 
actual gold reserves. Every available 
means of drawing gold was utilized and 
paper currency was shipped to New 
York as rapidly as possible. 

In many countries heavy penalties 
are provided by law for failure to de- 
clare holdings of foreign currencies, and 
it is probable that this has brought some 
money out of old hoards. 
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eAdvantages 


-..0f occupancy of the new 
30-story Girard Trust Building, 
which adjoins the banking house 
of the Trust Company, include: 
location in the center of Phila- 
delphia’s business and financial 
district; convenience in reaching 
City Hall, hotels, stores, theatres 
and transportation; modern ap- 
pointments and competent service. 
Attractive office suites are still available 


Rental Office Room 1704 
Telephone— Rittenhouse 2342 


GIRARD TRUST 


COMPANY 


BUILDING 


SO. PENN SQUARE 


PHILADELPHIA 


Give Employees A Break 
Against Hold-Up Men! 


HERE’S genuine protection in the ease 

with which a slight foot movement sets off 
Padua alarm—unnoticed—while hands are up- 
lifted. Let us explain how easily Padua Foot 
Units can be connected with your present 
system. 


Lift of foot sets off alarm No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 
105 Seneca Street Cohoes, N. Y. 


Member American Warehousemen’s Association 


Nation-wide Operators of the 
Lawrence System of Field Warehousing 
The Modern Means of Securing Loans with 
Inventory 


J[AWRENCE A. T. GIBSON, President 
WAREHOUSE 
( OMPANY 


PORTLAND 
403 HOYT ST. 


CHICAGO 
ONE LA SALLE BLDG. 


LOS ANGELFS SAN FRANCISCO 
W. P. STORY BLDG. 37 DRUMM ST. 
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Events and 
WITHIN THE 


Executive Council 


THE. annual meeting for 1933 of the 
Executive Council of the American 
Bankers Association will be held at the 
Bon Air-Vanderbilt Hotel, Augusta, 
Georgia, April 10-12, it is announced 
by F. N. Shepherd, Executive Manager 
of the Association. 

The Council consists of 114 members 
representative of the geographical dis- 
tribution of the membership in the gen- 
eral organization and of its major func- 
tional sub-divisions. Detailed reports on 
all the activities of the Association are 
received and passed on by the Council, 
and matters of policy are determined. 


Eastern Regional Savings 


THE annual eastern regional savings 
conference, sponsored by the Savings 
Division of the American Bankers As- 
sociation, will be held at the Waldorf- 
Astoria Hotel in New York City on 
January 26 and 27, as announced last 
month. 

“The theme selected for the confer- 
ence, ‘How to Strengthen Municipal 
and State Credit,’ is of particular im- 
portance because the portfolios of many 
banks contain bonds issued by states and 
municipalities,’ W. Espey Albig, who 
is in charge of the Savings Division, said. 
“The weakening of the credit structure 
in any city or state is reflected in the 
lower price of their securities.” 

Henry R. Kinsey, vice-president of 
the Williamsburg Savings Bank of 
Brooklyn and president of the Savings 
Banks Association of the State of New 
York, is chairman of the conference 
committee and Henry Bruere, president 
of the Bowery Savings Bank in New 
York City, is chairman of the banquet 
committee. The President of the Divi- 
sion is Gilbert L. Daane, president of 
the Grand Rapids Savings Bank of 
Grand Rapids, Michigan. 


Mid-Winter Trust 


THE 14th annual mid-winter trust 
conference of the Trust Division, 
American Bankers Association, will be 
held February 14, 15 and 16 at the 
Waldorf-Astoria Hotel in New York 
City, it is announced by R. M. Sims, 
President of the Division and vice- 
president of the American Trust Com- 
pany, San Francisco. The annual ban- 
quet will bring the conference to a close 
on the evening of February 16. 


Information 


ASSOCIATION 


About 1,000 trust men and bankers 
from all sections of the country are ex- 
pected to attend the conference. 


Clearinghouse Proceedings 


THE proceedings of the clearinghouse 
round table conference held at the re- 
cent convention of the American Bank- 
ers Association in Los Angeles, have 
been issued in pamphlet form by the 
Bank Management Commission. 

The publication covers the following 
topics: Wisdom of a Federal statute 
making it a felony for any individual 
or any publication to make unwarranted 
statements derogatory to any financial 
institution—What is being done to re- 
vive confidence in banks in communities 
where bank failures have occurred?— 
What kind of copy should banks em- 
ploy for their newspaper and direct-by- 
mail advertising in the approaching 
days of reconstruction?—Measured ser- 
vice charges, practical results—How has 
the tax on bank checks affected banks? 
—The increasing cost of bank insurance 
—Should not the practice of creating 
preferred depositors either by pledging 
collateral or filing a bond be discon- 
tinued?—The public funds problem. 

Copies can be obtained from the Bank 
Management Commission, American 
Bankers Association headquarters, 22 
East 40th Street, New York City at ten 
cents each. 


Helping Oneself 


ARTHUR B. TAYLOR, Chairman of 
the Bank Management Commission, 
American Bankers Association, urges 
every city and regional clearinghouse 
association in the country to extend its 
use of the bulletins and booklets issued 
periodically by the Commission. He sug- 
gests that this material would furnish 
an excellent basis for discussion at meet- 
ings not only of clearinghouse associa- 
tions, but also various gatherings of 
county group organizations. In order to 
bring to the attention of more and more 
banks the profit-increasing and loss-pre- 
venting ideas evolving out of the work 
of the Commission, he is bending every 
effort to stimulate the organization of 
regional clearinghouse associations. 

It has been proved by experience that 
a clearinghouse association is an excel- 
lent channel through which the benefits 
of the Bank Management Commission’s 
activities can be brought directly to the 
banks which need them most. 
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Clearinghouses 


(CONTINUED FROM PAGE 65) 

used up. Its secondary reserve had 
been used as collateral for money bor- 
rowed. Its deposits had been steadily 
shrinking from day to day. In addition 
the morale of its personnel had been 
shattered and it appeared necessary to 
correct certain internal conditions. 

The clearinghouse immediately called 
a meeting of the banks in this member’s 
district for the purpose of standing by 
with such aid as might be necessary 
and, at the same time, enlisted the co- 
operation of the Banking Department. 
New members were added to the board 
of directors. A new policy in the admin- 
istration of the bank’s affairs was 
adopted as a result of advice given by 
the clearinghouse. A new management 
stepped into the picture and renewed 
efforts were made to put the bank in a 
more liquid position. Loans were re- 
duced, deposits began to increase and 
public confidence once more reasserted 
itself. 


HELPFUL RESULTS 


TODAY that institution is operating 
in a very commendable manner. Its 
deposits have increased 15 per cent and 
its bills payable have been reduced 62 
per cent. This was brought about 
through the advice and cooperation of 
the clearinghouse association. 

On another occasion a member bank 
was faced with a serious drain upon its 
deposits which almost resulted in the 
elimination of its entire liquid assets. 
Bills payable had been increased to a 
sum more than 50 per cent of its re- 
maining deposits. Many of its assets 
were of a slow character and could not 
readily be converted into cash either 
through borrowings or liquidation. Sev- 
eral meetings were held with the board 
of directors of the institution. Among 
their assets was an item representing 
real estate purchased for a future bank- 
ing site which involved a large sum of 
money. The bank was then occupying a 
banking house which was apparently 
adequate to meet its requirements. 

The clearinghouse recommended that 
the directors form a holding company 
and purchase the unimproved real 
estate in order that the bank might 
secure the additional cash. This at first 
did not seem feasible but the directors 
put forth every effort and within a few 
days succeeded in securing the neces- 
sary funds, improving the position of 
the bank considerably. Several confer- 
ences were held between: the member 
bank and the clearinghouse whereby 
important improvements were effected. 


Since the clearinghouse became inter- 
ested in this member its borrowings 
have been reduced 30 per cent and its 
deposits show a slight increase. 

Numerous other instances of advice 
and cooperation given by the clearing- 
house association to its member banks 
could be recited here. 

More recently this clearinghouse ap- 
pointed a committee to make a survey 
of some of the more common practices 
of banking in the county, such as-rate_of 
interest paid on deposits, service 
charges, days of grace allowed in the 
payment of interest on time deposits, 
safe deposit rentals, the charge for buy- 
ing and selling securities. 

The result of the questionnaire is very 
interesting. For instance, from among 
58 banks reporting it appears that in- 
terest paid on demand deposits varies 
from nothing to 2 per cent and that 
five different rates are included. In the 
payment of interest on time deposits it 
appears that there are ten different 
periods of grace allowed among the 58 
reporting banks. The questionnaire fur- 
ther reveals a considerable variance re- 
garding the other matters. It is planned 
to determine what would bé the most 
desirable practice in each instance and 
to call a meeting of member banks for 
the purpose of passing uniform rules 
and regulations in this connection. 

In the operation of the Nassau Coun- 
ty Clearinghouse Association no attempt 
has been made to pattern it after highly 
organized associations in existence for 
many years. 


“Frozen Assets” 


THE committee on education of the 
Missouri Bankers Association has taken 
another step forward by dramatizing its 
message to the bankers in that state. In- 
stead of the usual speeches on improved 
practices in the small banks, each of the 
eight fall group meetings of the associa- 
tion witnessed the play, “Frozen Assets’, 
which was written by G. V. Kenton, 
chairman of the committee on educa- 
tion, and Frank Fuchs, vice-chairman. 

The city banker, the country banker 
and the spirit of the country banker’s 
better self were portrayed by the actors 
in showing the successful efforts of the 
city banker to secure the adoption of 
sounder banking methods to maintain 
the solvency of the country institution. 
Tactfully handled, the play accom- 
plished more than the usual addresses in 
presenting this message effectively. 
And incidentally, according to President 
Marvin E. Holderness of the Missouri 
association, the play was produced at 
a total cost of only $47 per performance. 


How Much— 


How Sure? 


Wuen planning 
a retirement fund, there are 
two questions about the return 
on the investment you select 
— “How much?” and “How 
sure?” 


The Annuity answers both 
with thorough satisfaction. It 
offers the highest possible re- 
turn commensurate with abso- 
lute safety. 


When you buy a John Han- 
cock Annuity, you buy Income 
plus Security. 


LiFe INSURANCE COMPANY 


OF BosTON, MASSACHUSETTS 


Joun Hancock Inqumy Bureau 
197 Clarendon Street, Boston, Mass. 
Please send me your booklet, “You Can 
Have an Income as Long as You Live.” 


Los ANGELES 


AND 


SOUTHERN 
CALIFORNIA 


NATIONAL BANK 
OF LOS ANGELES 


More than $500,000,000 
Resources 


IS THE LARGEST AND 
LEADING FINANCIAL 
INSTITUTION 


Fully equipped to do every 
kind of banking and trust 
business with branches in 
61 communities, extending 
from Fresno and San Luis 
Obispo to Imperial Valley. 
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years ago, 


during the period of eco- 
nomic stress which gave 
impetus to the organiza- 
tion of the Federal Re- 
serve System, the mem- 
ber banks of the American 
Bankers Association  re- 
ceived their first issue of 
the JouRNAL. 

Many of you who read 
this page will remember 
that first step into the 


In this issue 
1933 


A summary of the unknown 
factors which will determine 
the destiny of the new year. 


Correspondent Banking 
Relations in 1933 
Suggestions for making still 
more effective the vitally im- 
portant relationships between 

city and country banks. 


The Check Tax 
The first comprehensive, sta- 
tistical data on how this legis- 
lation has affected banking. 


Your Journal 


and 


Lmpending Banking Developments 


faction with existing eco- 
nomic conditions reacts 
upon the structure of bank- 
ing, focuses public atten- 
tion upon its problems, 
and brings to the fore a 
long list of new and un- 
tried legislative proposals. 

Such conditions make 
more necessary than ever 
before a studious consid- 
eration of the meaning of 
every new development, 
and prove anew the wis- 


field of journalism on the 
part of your Association; 
many of you, ever since, 
have been watching through the pages of 
the Journat the march of developments 
in banking, during the most active quarter 
century in American history. 

Now, as back in the first days of the 
Journat, banking faces a prospect of far- 
reaching changes. Today, as in the final 
stages of every serious depression, dissatis- 


dom and foresight of 

those bankers who found- 
ed the Journat—so that banking might 
have, within itself, unfailing, broad-gauge 
sources of information. A publishing ex- 
perience of twenty-five years has devel- 
oped fact-gathering facilities and methods 
for interchanging data which are unre- 
servedly dedicated to your use in meeting 
the problems of your bank. 
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CONVENTION The Ultimate Consumer 


CALENDAR (1933) 
A. B. A. MEETINGS 


Jan. 26-27 
Feb. 14-16 


April 
April 10-12 
June 12-16 


Eastern Regional Savings 
Conference, New York City. 
14th Annual Mid-Winter 
Trust Conference, New York 
City. 

Southern Trust Conference, 
Richmond, Va. 

Spring Meeting, Executive 
Council, Augusta, Ga. 
A.I.B. Convention, Chicago. 


State Associations 


May 

May 5-6 
May 16-17 
May 23-24 
June 1-2 
June 5-6 


June 19-21 
June 20-22 


June 22-24 
No Date 
No Date 


No Date 


Georgia Bankers Association, 
Macon. 

New Mexico Bankers Asso- 
ciation, Albuquerque. 
Missouri Bankers Associa- 
tion. 

Oklahoma Bankers Associa- 
tion, Oklahoma City. 

South Dakota Bankers As- 
sociation, Mitchell. 

Illinois Bankers Association, 
Chicago. 

Iowa Bankers Association. 
Wisconsin Bankers Associa- 
tion, Green Lake, Wis. 
Virginia Bankers Association, 
Hot Springs. 

California Bankers Associa- 
tion, Pasadena. 

Kansas Bankers Association, 
Salina. 

Florida Bankers Association, 
Orlando. 


Other Financial 


Feb. 22-23 
April 12 
May 13 


May 24-26 


June 19-24 
Oct. 


Western Morris Plan Bank- 
ers Association, St. Louis. 
Connecticut Safe Deposit As- 
sociation, Hartford. 
Washington and Oregon Bank 
and Trust Officers, Spokane. 
National Association of Mu- 
tual Savings Banks, Swamp- 
scott, Mass. 

National Association of Credit 
Men, Milwaukee. 

National Conference of Bank 
Auditors & Comptrollers, 
Chicago. 


Of Interest to Bankers 


Jan. 12-14 
Jan. 26-28 
Mar. or Apr. 
April 


April 


2-5 


June 12-14 
June 12-16 
July 2-15 


Sept. or Oct. 


Oct. 15-21 


American Live Stock Associ- 
ation, Ogden, Utah. 

Natl. Assn. of Real Estate 
Boards, Washington, D. C. 
Academy of World Econom- 
ics, Washington, D. C. 

A. B. Davis Box Party for 
Bankers of Kentucky, south- 
ern Indiana and Tennessee, 
Louisville. 

American Association of Ad- 
vertising Agencies, Washing- 
ton, D. C. 

Chamber of Commerce of the 
United States, Washington, 

National Accountants Insti- 
tute, Wilmington, Delaware. 
American Water Works As- 
sociation, Chicago. 

Institute of Public Affairs, 
University, Va. : 
American Society of Certified 
Public Accountants, © Mil- 
waukee. 

American Library Associa- 
tion, Chicago. 
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Commercial and 


Factory Methods 


A First-Hand Knowledge Is 


Increasingly Essential to Bankers 


come to depend more and more 

on a first-hand knowledge of indus- 
trial processes and commercial methods. 
The future of banking itself lies chiefly 
in the direction of closer relationship 
with the business and work of impor- 
tant banking customers. 

The American Institute of Banking 
has long interested itself in this type of 
instruction, and its various Chapters 
are constantly enabling young bankers 
to study industry and trade in order to 
learn the vast and complicated mech- 
anisms that lie behind such apparently 
simple products, for instance, as blotters, 
or ice-cream, or the running of a “‘neck- 
tie special” in some great department 
store. 

In the Essex County (N. J.) Chap- 
ter such trips are a regular part of the 
educational program. In December 
there was a tour through the Hoffman 
Beverage Company plant in Newark, 
which is fully equipped with the latest 
mechanical equipment for economical 
production. Another trip gave members 
of the Chapter an opportunity to learn 
what can be done by American ship- 
builders in an inspection of the U. S. S. 
Manhattan. 

Similar meetings in Philadelphia 
showed members how carpets are made, 
affording an insight into the vastness of 
Philadelphia’s highly diversified textile 
industries. 

Chicago Chapter, too, has been ac- 
tive in this respect. One trip through 
the Joliet plant of the Star Peerless 
Wallpaper Company gave the junior 
executives who made the visit a picture 
of this intricate manufacturing process 
and information that will make them 
better bankers. A Washington’s Birth- 
day tour of the Studebaker plant at 
South Bend supplied 230 bank em- 
ployees with a knowledge of automobile 
manufacturing efficiency and progress 
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Geome to in the banking field has 


that could not have been gained from 
any printed description. On this trip, the 
visitors were addressed by Studebaker’s 
advertising manager and the _inter- 
change of ideas and viewpoints was 
most helpful and inspiring. Still a third 
trip was underground through the great 
tunnel system that underlies Chicago. 
In the school year recently ended, 
New York Chapter, A. I. B., arranged 
eight tours of inspection and examina- 
tion for its student members, 864 of 
whom were given the opportunity to 
peer behind the scenes at Macy’s mam- 
moth retail store, go through the world’s 
biggest telephone exchange, watch a 
newspaper being produced, visit the 
power plant that supplies Manhattan 
with a major share of its light and 
energy, study the operations of a city- 
wide meat store chain, visit two modern 
ocean-liners and learn by actual in- 
spection the functioning of New York’s 


Tit) 


Federal Reserve Bank, a study in itself. 

Members of the Richmond, Virginia, 
Chapter have been able, in this way, to 
inspect the great blotting paper mills 
for which their city is famous, as well 
as the tobacco plants which have 
brought her reputation and profit for 
many years. 

These are but typical examples of a 
movement which is doing a vast amount 
of good in cementing closer relations 
between banking and business, while at 
the same time giving the bank employee 
opportunity to get a clearer picture of 
how the businesses of his bank’s cus- 
tomers function. 

Similar work is being done in many 
other chapters of the institute. 

The work of the average bank em- 
ployee is of a confining nature. Behind 
the grill-work of a cage or in the rec- 
ords departments, the personal problem 
of each employee is to avoid getting 
into a groove. Contact with customers 
is a logical preventive. Meeting cus- 
tomers on their own ground, learning 
first hand about the size and importance 
of their operations, seeing what a factor 
they are in the progress of the commun- 
ity, acquiring an insight into the uses 
of products and the steps taken to main- 
tain high quality—all these things can- 
not but broaden the experience of the 
men and women in banking and fit them 
better to do their share in building up 
the bank and its varied business. 


“American Landscape” 
A Painting by Charles Sheeler 
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